
00001 08033

1

Transcript Exhibit(s)

Docket #(s): 8-04,904 Q-09~ 09.019

l

Exhibit#: 3 l_-31 ' ,  l , /LNSU »~ 4 3 € 3

r -"8

k) ,.§" *.

.f

Arizona Corporation Commission

DOCKETED
¥4.G\SS\¥

FEB 25 2010
mf d

63A\303`

\ SZ 933 1332?

I

g DOCKETED rfsv -TZu"" _ f

3



FILED WITH DOCKET CONTROL

1

ACRA Arizona Reporting Service, Inc.
o

Arizona Court Reporters Association Court Reporting & Videoconferencing Center NCRA.
M E M B E  R

cuanliavw1me»=»¢m4

8-Illaill azrs@az-reporting.com
.u-reporting.com

Marta T. Hetzer

Administrator/Owner

Suite 502
2200 NO Central Avenue

Phoenix, AZ 85004-1481
MAIN (602) 274-9944

FAX (602) 277-4264

To : Docket Control

Date : February 25, 2010

Re : UNS Electric, Inc. / Rates
E-04204A-09-0206
February 4 through 11, 2010
Volumes I through V, Concluded

STATUS OF ORIGINAL EXHIBITS

Arizona School Boards Association (ASBA Exhibits)

land 2

Residential Utility Consumer Office (RUCO Exhibits)

l through 12

Staff (S Exhibits)

2 through 4,
6 through 9, and
11 through 17



LA TE-FILED EXHIBITS

CONFIDENTIAL EXHIBITS

I

UNS Electric (UNSE Exhibits)

1 through 35

Staff (S Exhibits)

18

UNS Electric (UNSE Exhibits)

36

Staff (S Exhibits)

1, 5, and 10 Delivered this date to CAL] Farmer

Copy to:
Lyn A. Farmer, Chief Administrative Law Judge
Maureen Scott, Esq. -- Staff
Daniel Pozefsky, Esq. - RUC()
Michael W. Patten, Esq..-- UNS Electric
Philip J. Dion, Esq. -- UNS Electric
Timothy M. Hogan, Esq. -. AZ School Boards Association



1

EXHIBIT

a n

BEFORE THE ARIZONA CORPORATION COMMISSION'

KRISTIN K. MAYES
Chairman

GARY PIERCE
Commissioner

PAUL NEWMAN
Commissioner

SANDRA D. KENNEDY
Commissioner

BOB STUMP
Commissioner

IN THE MATTER OF THE APPLICATION OF
UNS ELECTRIC, INC. FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
THE PROPERTIES OF UNS ELECTRIC, INC.
DEVOTE~D TO ITS OPERATIONS
THROUGHOUT THE STATE OF ARIZONA.

)
)
)
)
)
)
)
)
)
>

DOCKET no. E-04204A-09-0206

SURREBUTTAL

TESTIMONY

oF

THOMAS H. FISH, PH.D.

ON BEHALF OF

UTILITIES DIVISION

ARIZONA CORPORATION COMMISSION

in

JANUARY 15, 2010



¢

i
1

TABLE OF CONTENTS

Page

INTRODUCTION . 1

MICHAEL J. DeCONC1NI - 1

Black Mountain Generating Station ("BMGS").. 1

CWIP..

Purchased Power and Fuel Adj vestment Clause ("PPFAC") ..

Fuel and Purchased Power Policies .

DALLAS J. DUKES . 8

CWIP ,

Working Capital ..

Operating Income Adjustments ..

. 8

Incentive Compensation Expense...
Rate Case Expense..
Membershzp DuesExpense..
Call Center Expense ..
Bad Debt Expense..
Outside Legal Expense...
Fleet Fuel Expense...

. 9

10

11

12
13
14

15

D. BENTLEY ERD RM.. 1 6

KENTTON c. GRANT . 1 7

BMGS . 17

PPFAC.. 18

Fair Value Rate of Return . 18

THOMAS A. McKENNA . 22

.6

.5

.4

.9

.8



Schedule Description
Revenue Requirement

THF A-1 Computation of Increase in Gross Revenue
Requirement

Rate Base
THF B-1 Original Cost, RCND, and Fair Value Rate Base
THF B-2 Pro Forma Adj ustments to Original Cost Rate Base

Operating Income Adjustments
THF C-1 Adjusted Test Year Income
THF C-2 Income Pro Forma Adjustments

\

SCHEDULES
Schedules Accompanying

The Surrebuttal Testimony of Thomas H. Fish, Ph.D.



Summary of Staff Adj ustments to Rate
Base

Surrebuttal
Testimony

Original
Cost

Direct
Testimony
Original

Cost

Surrebuttal
Testimony Fair

Value

Direct
Testimony Fair

Value

Description
Increase

(Decrease)
Increase

(Decrease)
Increase

(Decrease)
Increase

(Decrease)

Remove post test-year plant in service ($7,263,614) $7,263,614) ($7,263 ,614) ($7,263 ,614)
Cash working capital - lead/lag study $61,025 ($61,025) $61,025 ($61,025
Total of Staff Adjustments ($7,202,589) ($7,324,639) ($7,202,589) ($7,324,639)
UNS Proposed Rate Base $175,818,913 $175,818,913 $265,152,067 $265,152,067
Staff Proposed Rate Base s168,616,324 $168,494,274 $257,949,478 $257,827,428

4 .

o f

EXECUTIVE SUMMARY
UNS ELECTRIC INC.

DOCKET NO. E-04204A-09-0-06

My Surrebuttal Testimony addresses the following issues raised by UNS Electric, Inc.
("UNS Electric" or "Company") witnesses in their Rebuttal Testimony:

The Company's proposed revenue requirement.
Adj ustments to test year data.
Rate base
Test year revenues and expenses

My findings and recommendations for each of these areas are as follows:

The Company is proposing an increase in gross revenue requirement of
$13,500,000 which represents a weighted average cost of capital of 10.38 percent
(of which 1.34 percent is fair value adjustment). I identified an operating income
deficiency of $4,594,246 and an increase in gross revenue requirement of
$7,517,565 in my Direct Testimony. As a result of my analysis and evaluation of
the Company's Rebuttal Testimony and information provided by Staff witness
Parcell, I am modifying my identified operating income deficiency to $4,6315859
and my recommended increase in gross revenue requirement to $7,579,l10 which
represents a weighted average cost of capital of 8.4 percent (plus a fair value
adjustment of 1.5 percent on the increment in fair value rate base over original
cost rate base).

The following are adjustments to UNS Electric's proposed original cost and fair
value rate base from Staffs Direct Testimony and reflecting modifications
resulting from Staff' s SunebuttalTestimony:



Description

I

Direct
Testimony
Increase

decrease) I

Surrebuttal
Testimony
Increase

decrease)
Incentive Compensation PEP ($132,159) ($132,159)
Incentive Compensation SERP ($102,142) (ss102, 142)
Payroll Tax Expense PEP ($10,110) ($10,110)
Call Center Expense ($281,581) ($99,476)
Industry Association Dues ($40,792) ($4,763)
Legal Expense ($58,722) ($27,359)
Fuel Expense ($75,798) ($75,798)
Rate Case Expense ($66,667) ($66,667)
CARES EXpense (Revenue Shortfall) $61,797 $61,797
Bad Debt Expense ($105,487) $105,487
Dear. & Prope tax for Post TY PIS ($442,526 $442,526)
Income Tax $481,859 ($48,747>
Adjus t ed  Oper a t i n g  In come per  UNS
Electric

$10,003,347 $10,003,347

Adjusted Operating Income per Staff I $10,899,270 $10,871,910

o

The following adjustments to UNS Electric's proposed revenues, expenses and
net operating income should be made:
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3

4

My name is Thomas H. Fish. I am President of Ariadair Economics Group. My business

address is 1020 Fredericksburg Road, Excelsior Springs, Missouri 64024.

5

6 Q~ What is the purpose of your Surrebuttal Testimony?

7

8

9

10

11

12

The purpose of my Surrebuttal Testimony is to rebut portions of the Rebuttal Testimony

of UNS Electric,  Inc.  ("UNS Electric",  "Company" or "UNSE") vdtnesses Michael J.

DeConcini,  Dallas J.  Dukes,  D.  Bentley Erdwurm, Kenton C.  Grant and Thomas A.

McKenna. The areas I will address include rate base/revenue requirement, the Black

Mountain Generating Station proposed acquisition treatment, Purchased Power and Fuel

Adjustment Clause, and Fuel and Purchased Power Policies.

13

14 Q.

15

Did you revise your Schedules as a result of your analysis and review of information

provided by the Company in its Rebuttal Testimony?

16 Yes. These Revised Schedules are attached to this Testimony. They are Schedules THF

17 A-1, THF B-1, THF B-2, THF C-1, and THF C-2.

18

19 MICHAEL J. DECONCINI

20

21

Black Mountain GeNerating Station ("BMGS")

What does the Company request regarding the Black Mountain Generating Station?Q-

22

23

24

25

The Company requests the Commission to pre-authorize inclusion of the BMGS in rate

base after it has been purchased. It proposes a purchase price equal to the total cost net

depreciation and a revenue-neutral rate classification that would go into effect only upon

acquisition of BMGS by the Company.

26

A.

A.

A.

A.
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1 Q. In its previous case, did the Company request financing authority to acquire BMGS?

2 Yes. The Company requested and received financing authority to acquire BMGS in its

3 last rate case.

4

5 Q- Did the Company acquire the BMGS?

6 No.

7

8 Q-

9

10

Why not?

The Company claimed that even with the financing authority it did not have the financial

strength to acquire the BMGS .

11

12 Q. Are you testifying that the Company should not purchase the BMGS?

13

14

15

16

No. That is a decision to be made by Company management. In fact, as I mentioned in

my Direct Testimony, the Commission urged the Company to acquire BMGS. I agree

with the Comlnission's determination in the last case that the Company should pursue

purchase of BMGS if it decides that is in the best interest of its customers and owners.

17

18 Q.

19

20

Mr. DeConcini states at page 4 of his Rebuttal Testimony that "Staff argues that the

Company chose not to acquire BMGS and that, since it does not own the facility, it

should not be included in rate base." Is this a fair statement of Staff's position?

21

22

23

24

25

26

27

A.

A.

A.

A.

A. To a degree. Staff does not accept that the BMGS should be included in rate base before

all facts regarding the purchase are known. After the purchase has been made, then the

request for inclusion of BMGS in rate base should be made. At that time, the Commission

could be expected to have the necessary facts to make a determination. At this time, prior

to the purchase, the QQmmission may not have all the necessary information. In the last

case, in addition to urging the Company to pursue the possible acquisition of BMGS, the

Commission was very clear that approval of financing did not imply pre~approval of the
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1 70360, the Commission stated:

2

3

4

purchase. At page 78,  lines 23-27,  of Decision No.

"However, approval of the financing set forth herein does not constitute or imply approval

or disapproval by the Commission of any particular expenditure of the proceeds derived

thereby for purposes of establishing just and reasonable rates."

5

6 Q- What reason does the Company provide for requesting pre-approval of inclusion of

7 BMGS in rate base.

8

9

10

Company witness DeConcini testified that the Company was unable to buy the BMGS

after the last case and acquisition of an asset the size of the BMGS would have a very

detrimental impact on the Company's financial position and credit profile.

11

12 Q . Does Staff take issue with the Company's determination of the financial impact of

13 the acquisition?

14 Yes. Staff witness Purcell addressed that issue in his Testimony.

15

16 Q-

17

At page 5 of his Rebuttal Testimony, Mr. DeConcini lists the benefits of purchasing

BMGS. Does Staff disagree with the benefits?

18

19

20

21

Staff has no reason to disagree with Management's determination of the possible benefits

of the acquisition. Company management must weigh the benefits and costs of ownership

in making its determination to purchase the BMGS or to continue with the Purchased

Power agreement regarding BMGS or to pursue other sources of power.

22

23 Q. If the Company chooses not to purchase the BMGS, will it lose that source of power?

24

25

It  is  my understanding that  the purchased power  agreement with UniSource Energy

Development ("UED") will continue if the Company does not purchase the plant.

u .

26

A.

A.

A.

A.
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1 CWIP

2 Q. Does Mr. DeConcini take issue with Staff's recommendation to rejectUNS Electric's

3 request to include CWIP in rate base?

4

5

6

7

Yes. Although the Company called the CWIP adjustment "post test-year non-revenue

producing plant in service" in Direct Testimony, during the test year it Was CWIP. Now

Mr. DeConcini is referring to it  as "non-revenue post-test year plant" and it was still

CWIP during the test year.

8

9 Q- Has the Commission addressed inclusion of CWIP in the Company's  rate base

10 before?

11

12

13

14

15

Yes. In the Company's last rate case the Commission rejected both the request to include

CWIP in rate base and the request  to include Post Test-Year  Plant in rate base. In

Decision No. 70360, the Commission referred to the Decision in UNS Gas's rate case,

Decision No. 70011, where it rejected the Company's requests to include CWIP in rate

base, its request to include Post Test-Year Plant in rate base, and its request to not deduct

customer advances from rate base.16

17

18 Q. Do you agree with the Commission's decisions in those two cases?

19 Yes.

20

21 Q- Are there situations where including CWIP or Post Test-Year Plant in rate base is

22 necessary and beneficial?

23

24

25

26

27

A.

A.

A.

A. In my opinion there are situations where the use of these tools by the Commission is both

advisable and beneficial.  In my review of past Commission Decisions, it  appears that

small water companies find themselves in serious financial straits from time to time and

the use of these tools has been beneficial in these cases. In other rare situations, other

utilities may find themselves in serious financial trouble and require the use of these tools
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1

2

3

4

by the Commission. For example, if construction costs of a nuclear generating unit get out

of control then the use of CWIP may be useful for maintaining the financial viability of

the Utility. In the instant situation, however, I do not believe inclusion of Post Test-Year

Plant in rate base is warranted or beneficial.

5

6

7 Q.

8

Purchased Power and Fuel Adjustment Clause ("PPFAC")

Does the Company offer additional reasons for changing the interest rate on PPFAC

over- and under-collected balances?

9

10

11

Only that the Company will continue to procure fuel and purchased power in a prudent

manner if it is allowed to use the 3-month LIBOR rate plus l percent as the interest rate on

PPFAC over- and under-collected balances.

12

13 Q- Does this assurance remove the possible disincentive to strive for a zero bank

14

15

balance?

In my opinion, it does not.

16

17 Q. What costs are included in the PPFAC?

18

19

20

21

In Decision No. 70360, the Commission determined that only fuel and purchased power

costs recorded in FERC Accounts 501, 547, 555, and 565 should be flowed through the

PPFAC. The Commission determined that the recovery of "other" expenses through the

PPFAC should be denied.

22

23 Q.

24

As part of your analysis in this proceeding, did you review the expense included in

the PPFAC?

25

A.

A.

A.

A. Yes.
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1 Q. Did the Company include expenses other than those allowed by the Commission?

2

3

4

I did not identify any non-permissible expenses in the PPFAC as a result of my analysis.

In addition, I asked the Company if any non-permissible expenses had been included in

the PPFAC and they assured me that none had.

5

6 Q-

7

Does the Company incur expenses associated with credit support for its acquisition

of wholesale power?

8 Yes.

9

10 Q. Did the Company remove those expenses in calculating its revenue requirement?

11

12

The Company does not offer a pro forma adjustment to remove those expenses from its

revenue requirement. They were not included in the PPFAC for recovery.

13

14 Fuel and Purchased Power Policies

15 Q.

16

17

Mr. DeConcini, at page 11 of his Rebuttal Testimony, suggests that Staff's

recommendation to strengthen the relationship between fuel contract management

and procurement is related to the acquisition of back-up diesel fuel for the Valencia

18

19

20

21

22

23

24

25

26

27

A.

A.

A.

A.

units. Is this what you were referring to? ,

No. The recommendation is not related to diesel fuel. This recommendation is actually

connected to the recommendation for  per iodic audits on the procurement of fuel and

purchased power that I discuss on page 63 of my Direct Testimony. My review of the

Company's data  request  responses and my visit  with Company personnel in Tucson

regarding the prudence of PPFAC procedures  and policies  indica te to me tha t  the

Company's PPFAC policies and procedures are, overall,  well organized and efficient.

There does appear, however, to be somewhat of disconnect between the identification

and acquisition process of a source of purchased power and the actual procurement of the

power within the framework of each contract. In my opinion, although I did not identify
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1

2

3

4

5

specific problems as a result of my analysis, a Periodic connection of the procurement

process and the source agreement could strengthen this area. Also, as Mr. DeConcini

noted in response to Staff data request STF 3.135, the Company had no audit reports

issued in 2007 or  2008 rela ted to the procurement  of  i i i  el  and purchased power .

Therefore, periodic audits of this relationship could serve to further strengthen this area.

6

7 Q.

8

Mr. DeConcini, at page 12 of his Rebuttal Testimony, states that the Company does

not have any interstate pipeline capacity and implies that all gas procurement for the

9

10

11

12

13

14

Company is by UNS Gas. Do you agree?

UNS Electric does not have interstate pipeline capacity and, as I discussed in my Direct

Testimony, UNS Gas provides natural gas to the Company. However, the Company does

hedge gas, and it does this with the use of financial swing products because the actual

physical gas is supplied by UNS Gas. When hedging, UNS Electric is hedging price risk

through the use of fixed price financial swing gas.

15

16 Q.

17

Are there characteristics of the months of August, September, and October which

make them especially important in hedging operations involving natural gas?

18 Yes. Those months represent the hurricane season. Hurricanes in the Gulf of Mexico

19

20

21

22

23

24

25

26

disrupt the production of natural gas and can result in significant price swings. This extra

risk translates into extra hedging costs. Dur ing my visit  to Tucson,  UNS Electr ic

personnel expressed concern regarding the implication of the UNS Gas case for additional

hedging costs if hedging is required to be undertaken during these months. Their position

was that situations could arise where the cost and risk relationships were such that hedging

during these months would be beneficial but there could also be situations where hedging

would not be beneficial. In light of this expressed concern, and I consider it a legitimate

concern, I made the recommendation to consider hedging, rather than require it, during

27

A.

A.

these months.
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1 DALLAS J. DUKES

2 CWIP

3 Q-

4

Did Company witness Dukes address your position regarding Post Test-Year Plant

in Service in his Rebuttal Testimony?

5

6

7

Yes. At page 8 of his Rebuttal Testimony, Mr. Dukes states that Staffs position is wrong.

His reasoning is essentially the same as presented by Mr. DeConcini. However, Mr.

Dukes includes a discussion of previous Commission Decisions which he believes support

8 the Company's request.

9

10 Q. DO you agree with Mr. Dukes' analysis?

11

12

13

14

15

No. I disagree with Mr. Dukes' analysis for the same reasons given above in my response

to Mr.  Deconcini's discussion of this issue. With respect to the previous Decisions

referred to by Mr. Dukes, it is my understanding that the Commission evaluates each case

on its own merits, and the facts of the cases of these water companies are different than in

the instant case. I addressed these cases in my Direct Testimony.

16

17

18

Worldng Capital

Did you propose a pro forma adjustment with respect to the Company's workingQ.

19

20

21

22

23

capital?

I proposed two adjustments. First, since Staff' s pro forma adjustments were different than

the Company's pro forma adjustment,  an adjustment for this difference was required.

Second, the Company made an error in its calculations as identified in footnote 3 of my

Direct Testimony.

24

25 Q. What was the result of the two adjustments?

26 The result was to increase rate base by $61,025.

27

A.

A.

A.

A.

l
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1 Operating Income Adjustments

Incentive Compensation Expense

Q. Did Mr. Dukes disagree with your pro forma adjustment for Performance

Enhancement Plan ("PEP") cost?

2

3

4

5

6

7

8

9

10

11

12

Yes. First,  he suggested that the PEP expense Staff used was incorrect because it was

taken from the Company's Federal Energy Regulatory Commission ("FERC") Form 1.

He stated that FERC Form 1 overstated PEP expenses and that Staff should have used a

smaller PEP value. He did not, however, provide any meaningful evidence that the FERC

Form 1 expense was incorrect and that the Company was preparing a corrected FERC

Form l. If he makes this revision to FERC Form l, Staff would consider using the smaller

PEP value in its analysis.

13

14

15

16

17

18

19

20

21

22

23

A.

Second,  Mr.  Dukes argues that  the fact  that  incentive pay benefits both owners and

ratepayers is no reason for owners to share the cost of the program with ratepayers. He

then compares incentive pay to payroll expense. Incentive pay, of course, is distinctively

different compared to payroll expense. Incentive pay is earned over and above base pay,

and its purpose is to induce greater  efficiency and productivity from employees than

payroll expense alone. This extra reward for above normal productivity makes this cost

unique and subject to separate treatment.  Normal payroll expenses are a normal and

ongoing cost of providing service. Incentive pay is designed as a reward for extraordinary

and above normal service and benefit to the Company and as such its cost should be borne

by the parties that enjoy the above normal service and benefit, the Company's owners and

ratepayers.
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1 Q.

2

Does  Mr.  Dukes  agree  with your proposed pro  forma adjus tment  to  remove

Supplemental Executive Retirement Plan ("SERP") expenses?

3

4

5

No. The SERP program is an incentive program for UniSource officers that exceeds

Internal Revenue Service retirement guidelines. Staff does not argue that the program be

eliminated only that the cost not be recovered from ratepayers.

6

7 Q. What is the basis for Mr. Dukes' position?

8

9

10

11

12

13

14

First, that it is not fair for one group of employees to receive retirement pay that is ded

in rates and not for another group of employees to receive the same treatment. Second, he

states at page 21, lines 19-20, that "It  (SERP) simply keeps those individuals whose

compensa t ion level exceeds  deduct ib il i ty levels  equa l to those individua ls  whose

compensa t ion does not ." Apparent ly Mr .  Dukes  believes  tha t  employees  whose

compensation levels are $40,000 per year are equal in compensation to employees whose

compensation levels exceed $750,000 per year.

15

16 Q- Do you agree with Mr. Dukes' arguments?

17 No.

18

19

20 Q-

21

Rate Case Expense

Did Mr. Dukes agree with your proposal to limit the Company's rate case expense to

$100,000 per year?

22

23~

24

25

26

No. Mr.  Dukes argues that  the Company's actual ra te Case expense is higher  than

comparable Company expenses because the Company Must compensate Tucson Electric

Power Company ("TEP") for the use of TEP personnel, there is a significant amount of

discovery, and numerous internal personnel, outside counsel and consultants are required.

In addition, because of the variety of issues involved, it does not make sense to develop its

27

A.

A.

A.

A.

own rate case team.
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Q- Do you agree with Mr. Dukes' arguments to recover extra rate case expense?

No. Mr. Dukes offers no additional justification for increasing rate case expense.

1

2

3

4

5

6

Membership Dues Expense

Q. Did the Company incur membership dues for Edison Electric Institute ("EEl")?

A. In its work papers supporting its pro forma adjustment, the Company provides a copy of

an invoice in the amount of $125,029 from EEl dated 12/12/07 for the year 2008 sent to

TEP. This invoice was paid quarterly.  Another invoice was sent to TEP from EEl on

12/12/07 for regular activities for the year 2008 in the amount of $314,244, Another was

sent  to T EP  f r om EEl da ted 4 /2 /08  in the a mount  of  $28 ,000 . No invoices  for

membership dues were sent to UNSE from EEl.

7
8
9

10
11

12
13
14 A.
15
16

Q. Did UNS Electric pay membership dues to EEl?

17

18

19

20

A memo from Sharon Feltz to Mina Briggs was provided by the Company dated 3/2/08.

Ms. Felts asked whether UNSE should have been charged a part of the regular $314,244

member dues. Ms. Briggs replied that UNS Electric should have been charged $10,000.

In its work papers, the Company says that it paid a total of $12,000 EEl dues and removed

$1,628 of those in its pro forma adjustment, leaving a total of $11,172 of EEl dues in

revenue requirement. However, there is no record of payment by UNSE of the $12,000 in

the work papers, there is no record of an invoice from EEl to UNSE for membership dues

in the work papers, and there is no record of membership of UNSE in EEl in the work

papers.

Q. Did the Company incur this expense during the test year?

21

22

23

24

25

26

27

A.

A. No. The Company made a posting error,  and the amount was not included in revenue

requirement for the test year.
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Q- Did UNSE receive an invoice from EEl for EEl membership dues?1

2

3

4

There is no record in the work papers that UNSE received an invoice from EEl for EEl

membership dues as a member of EEl.

Q. If the Company is not a member of EEl and is not entitled to the benefits of

membership should it be paying EEl dues?

No.

5

6

7

8

9

10

11

Q- Have you revised your adjustment for Industry Association Dues?

Yes. I have reduced my adjustment for Industry Association Dues from $40,792 to $4,763

as shown on page 1 of Schedule THF C-2.

12

13

14

Call Center Expense

Q. Company witness Dukes alleges that Staff used an incorrect amount for 2006 test

year Call Center expenses in malting your Call Center pro forma adjustment. Did

you use an incorrect amount?

No. Staff used the Call Center information pointed to by the Company. In its response to

Staff data request STF 5.3, the Company stated that calendar year 2006 information had

been provided in the last case and it saw no reason to provide that same information in this

case. The available information the Company referred to was the information Staff used

in its adjustment. The data referred to by Mr. Dukes were not provided until the Company

filed its Rebuttal Testimony.

Q. Were the data recently provided by the Company more relevant than the

information you originally relied on?

15

16

17

18

19

20

21

22

23

24

25

26

27

A.

A.

A.

A.

A. Yes.
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1 Q. Did this more recent data affect yourproposed pro formaadjustment?

2 Yes. I used the more recent data in my proposed pro forma adjustment, I have reduced

my adjustment for Call Center Expense from $281,581 to $99,476. This modification is

reflected in the attached Schedules.

Bad Debt Expense

Q. Did the Company err in the calculation of its bad debt expense?

A. Yes.

Q. What was the error the Company made in deriving its bad debt expense?

It understated its bad debt expense by $105,487.

Q, How was the Company able to understate its bad debt expense by $105,487?

Company Schedule C-2 page 3 of 4 Shows a bad debt expense pro forma adjustment of

$436,441 and the page total includes this amount. The actual bad debt expense for the test

year  was about  $1.2 million. The Company normalized the bad debt  expense by

calculating the average bad debt ratio to gross revenue for the years 2006, 2007, and 2008 .

The Company then multiplied that ratio by test year adjusted retail revenues rather than

gross revenue. The three-year bad debt ratio should have been multiplied by gross retail

revenues and that value subtracted from actual bad debt expense to derive the normalized

bad debt pro forma adjustment.

Q. Have you revised your adjustment for Bad Debt Expense?

I

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A.

A.

A.

A. Yes. I have reversed my $105,487 adjustment for Bad Debt Expense as shown on page 2

of Schedule THF C-2.
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1

2

3

4

Outside Legal Expense

Q, Did Company witness Dukes address your outside legal expense pro forma

, adjustment in his Rebuttal Testimony?

Yes.

Q. Did Mr. Dukes express concern regarding your selection of years in the three-year

average outside legal expense values you used?

Yes. In his proposed pro Toma adjustment,  Mr. Dukes used the 2005, 2006 and 2007

adjusted outside legal expense values in his calculations. I used the 2005, 2006 and 2008

outside legal expense values in my calculations because the 2007 outside legal expense is

an outlier compared to the other years and would have a biasing effect on the result.

Q. What were the three-year average outside legal expense values?

The three-year  average outside legal expense value calculated by the Company was

$138,263.69 and the three-year average outside legal expense value calculated by Staff

was $87,552.94, shown in Schedule THF C-8 in my Direct Testimony. These average

values, when compared to the test year amount resulted in a pro forma adjustment by Mr.

Dukes of $109,433.80 and by Staff of $58,722. Therefore, Staff's adjustment to the

proposed Company pro forma adjustment is a reduction of the difference, or $50,962.

Q. In your opinion, what is the reason for the difference in the value of the pro forma

outside legal expense adjustment?

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

A.

A.

A.

A. In my opinion, the difference is due to the selection of the years to use for normalization.

The 2007 adjusted value is the highest of the four years,  2005 through 2008, and the

adjusted 2008 value is the smallest.  The Company chose the highest value, and Staff

chose the smallest value.
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1 Q. Is there another normalization technique that the Commission could consider?

2

3

4

5

Yes. For normalization purposes a three-year period is frequently used. In this situation,

however, because of the extreme values, I recommend that the Commission consider a

four-year normalization period that includes all values 2005 through 2008. In this way,

the two extreme values might be expected to cancel each other out and result in a more

6 representative value.

7

8 Q. Did you make that four-year calculation?

9

10

Yes. The attached Schedules include a recommended pro forma adjustment based on a

four-yearnormalization period, 2005 through 2008, for outside legal expenses. I have

reduced my adjustment for Legal Expense from $58,722 to $27,359.

12

13

14

Fleet Fuel Expense

Did the Company propose an adjustment to its fleet fuel expense?Q.

15

16

Not in its original filing. However, in the Rebuttal Testimony of Mr. Dukes, the Company

agreed to normalize fleet fuel expense over three years.

17

18 Q. In your opinion, is this new proposal by the Company appropriate?

19

20

21

22

23

24

In my opinion,  the change recommended by the Company is  much bet ter  and more

indicative of ongoing fleet fuel expense that the test year values. The iii el costs for the

test year were at a historic high and have not continued at that level. Therefore, although

the Company's new proposed test year fuel expense is better than the Company's original

proposal, it is biased by including the extreme test year value. Staffs proposal is much

more indicative of reasonably expected ongoing fleet fuel expenses.

s

25

A.

A.

A.

A.
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D. BENTLEY ERDWURM

Q. Did you propose a pro forma adjustment to remove the Company's proposed pro

forma increase in test year revenue related to Customer Assistance Residential

Energy Support ("CARES") customers?

Yes.

Q- Does the Company disagree with your proposed CARES pro forma revenue

adjustment?

Yes. In his Rebuttal Testimony, Company witness Erdwurm argues that the Company's

proposed pro forma adjustment of $61,797 is necessary for the Company to recover its

revenue requirement.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

Q. What is the basis for the Company's disagreement with your pro forma CARES

revenue adjustment?

Company witness  Erdwurm,  a t  page 13 of his  Rebut ta l Test imony,  s ta tes  tha t  the

Company did not correctly calculate CARES customer annualization and CARES weather

normalization so the adjustment is necessary to correct for that error.

Q. Did Mr. Erdwurm provide any support that the annualization and normalization

mistakes amounted to a cost of $61,797'?

15

16

17

18

19

20

21

22

No.

Q. Do you agree that Mr. Erdwurm's calculation error resulted in a $61,797

understatement of revenue?

r

23

24

25

26

A.

A.

A.

A.

A. No. There does not appear to be any support to this guess.
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1 KENTTON c. GRANT

2 BMGS

3 Q.

4

What position does Company witness Grant take with respect to your

recommendation for the Commission to not accept the Company's BMGS request?

5

6

7 relief, to service the additional

8

Mr. Grant states that the Company cannot finance BMGS without some assurance from

the Commission for timely rate relief. He goes on to point out that the Company does not

have sufficient cash flow, even with its requested rate

capital required to purchase the BMGS.

9

10 Q. Will the proposed rate restructuring change its cash flow?

11

12

13

14

15

16

My understanding is that the rate restructuring will be revenue neutral. Therefore, the

total cash flowing into the Company from its retail operations will be the same in either

case. The use of that cash will be different. Acquisition of the BMGS could be expected

to increase cash used for servicing the capital required for the acquisition and reduce cash

expended under the BMGS Purchased Power agreement. However, if revenue neutrality

is to be maintained, total cash in and out should not be affected.

17

18 Q. Is the Company asking for additional rate relief upon its proposed acquisition of

19 BMGS?

20

21

22

23

24

Mr. Grant seems to be implying that the Company will seek additional rate relief upon

acquisition of BMGS. Company witnesses,  including Mr. Grant,  have stated that the

acquisition of BMGS is revenue neutral. That is,  they claim that upon acquisition of

BMGS the Company would restructure their rates but that the revenue impact from either

the current or restructured rates would be the same.

A.

A.

A.

\
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1 PPFAC

2 Q~ Does Mr. Grant offer reasons to recover wholesale credit costs in the PPFAC?

3

4

5

6

Yes. First, he proposes, at page 27 of his Rebuttal Testimony, that these costs are directly

related to the fuel and wholesale power procurement function. Second, the level of credit

support will vary depending upon the size of the Company's payable balances and the

market value of forward energy purchases committed to by the Company.

7

8 Q.

9

In your opinion, are these reasons sufficient justification to include wholesale credit

costs in PPFAC?

10 No.

11

12 Q. Has the Commission demonstrated a pattern of allowing other costs in the PPFAC?

13

14

15

16

No. It is my understanding that the Commission has not done so. In Decision No. 69663,

Arizona Public Service was not permitted to include broker 's  fees in its  PSA and in

Decision No. 70360 UNSE was not permitted to include other costs such as broker's fees,

credit costs, and legal fees in its PPFAC.

17

18 Fair Value Rate of Return

19 Q.

20

Did Company witness Grant indicate that Staff understated its proposed revenue

requirement?

21

22

23

A.

A.

A.

A. Yes. At page 12 and 13 of his Rebuttal Testimony Company witness Grant stated that a

mathematical error was made that resulted in Staff understating the Company's revenue

requirement by $633,000.
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1

2 A.

Q.
!

What did Mr. Grant cite as the cause of the error?

3

4

Mr. Grant stated that there was a typographical error in Mr. Purcell's testimony which

suggested a fair value rate of return of 5.99 percent rather than 6.14 percent caused the

alleged revenue understatement.

5

6 Q- Purcel l ' s  tes t imony result  in an,

7

Did a possible typographical error in Mr.

underestimate of Staff's determination of the Company's revenue requirement?

8 No.

9

10 Q.

11

What was the basis for the Company's determination that an error associated with

the FVROR had caused the understatement of Staff's determination of UNSE's gross

12 revenue requirement?

13

14

It is my understanding that the basis was a typo in a table at page 57 of Mr. Parcell's

Direct Testimony. The table, as it appeared, was:

15

16 Percent Cost Return

17

Capital Item

Long-Term Debt 36.45% 7.05% 2.57%

18 30.76% 10.00% 3.08%

19

Common Equity

FVRB Increment 32.79% 1.50% 0.34%

20 Total 100.00% 5.99%

21

22

23

v

24

A.

A.

The highlighted return on Fair Value Rate Base ("FVRB") Increment of 0.34 .percent is a

typographical mistake that resulted in a (highlighted) total return of 5.99 percent. The

correct value is shown as :



v

I

10

11

13

14

12

15

16

4

2

6

3

7

5

9

8

1
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Q. Why isn't Mr. Grant's analysis and conclusion correct?

Mr.  Grant  mult iplied the difference in tota l return (0.15 percent) t imes FVRB and

determined that an addition to gross revenue requirement of $633,000 was required. This

Mr. Parcell was addressing the Company's capital cost and its capital structure. Consider

the following table based on the table on page 57 of Mr. Purcell's Direct Testimony:

conclusion is not correct.

Capital Item

Long-Term Debt

Common Equity

FVRB Increment

Total

Percent

Percent

100.00%

32.79%

36.45%

30.76%

Dollar

Cost

10.00%

7.05%

1.50%

Return

2.57%

3.08%

0.49%

6.14%

Cost Return

17

Capital Item

Long-TermDebt 36.45% 7.05% 2.57%

18 30.76% 3.08%

19

Common Equity

FVRB Increment 32.79% 1.50% 0.49%

20 Total 100.00%

Amount

$93,978,098

$79,307,717 10.00%

$84.541.634

$257,827,428 6.14%

21

22

23

24

25

26

A.

Note tha t  the dolla r  amount  for  FVRB Increment  ca lcula ted on the bas is  of  .  the

information in the table is $84,54l,634. The actual increment of FVRB over Original

Cost Rate Base, from Schedule THF A-1, is $89,3331154. Therefore, the correct percent

for the FVRB Increment is $89,333,154/257,827,428 = 34.65 percent. Mr. Parcell's table

was  based on the Company's  capita l  s t ructure which under s ta ted the 1 .5  percent
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1

2

component by about $5m and overstated the 8.4 percent debt and equity components by

the same amount. The result was an illusionary overstatement of FVROR by .15 percent.

3

4 Using the proper rate base values results in the following FVROR:

5

6 Dollar Dollar

7 Cost Return

8

9

Capital Item

Debt & Equity

FVRB Increment 1.50% 0.52%

10 Total

Amount

$168,494,273 8.40%

$89,333,154

$257,827,428

Cost

$14,153,519 5.49%

$1.339,997

$15,493,516 6.01%

11

12 Q. What do you conclude with respect of your review of Mr. Grant's criticism of your

13 gross revenue requirement?

14

15

16

There is no understatement of the Company's gross revenue requirement as determined by

Staff. My determination of the Company's gross revenue requirement and its return on

fair value rate base is consistent with Mr. Parcell's cost of capital analysis. Mr. Grant

17 simply erred in confusing capital structure with rate base.

18

19 Q. Why did you use values from Staff's Direct Testimony in your analysis above rather

20 than your revised Surrebuttal values?

21

22

23

24

For consistency purposes. The use of the Direct Testimony values allows for  proper

comparison of the numbers used by Mr. Grant, Mr. Parnell, and myself. The conclusion is

valid for both the Direct and Surrebuttal situations, i.e., there is no inconsistency between

Mr. Parcell's and my analyses in our Direct or Surrebuttal Testimonies.

25

A.

A.
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1 THOMAS A. MCKENNA

2 Q.

3

Does Company witness McKenna address your recommendation regarding UNSE's

proposed acquisition and treatment of the BMGS?

4 YeS.

5

6 Q-

7

Does Mr. McKenna offer additional reasons why the Company should be authorized

to use its proposed rate base and ratemaking treatment of BMGS?

8 No. Mr. McKenna simply restates the position of the Company with respect to this issue.

9

10 Q~ Do you have additional comments regarding this issue?

11 No. The comments I offered above are relevant to Mr. McKenna's proposed justification

12 for implementation of the Company's proposal.

13

14 Q.

15

Would you summarize your conclusions with respect to your determination of the

Company's operating income deficiency and change in gross revenue requirement?

16 A.

17

18

19

20

21

22

I identified an operating income deficiency of $4,594,246 and an increase in gross revenue

requirement of $7,517,565 in my Direct Testimony. As a  result  of my analysis and

evaluation of the Company's Rebuttal Testimony and information provided by Staff

witness Purcell, I am modifying my identified operating income deficiency to $4,631,859

and my recommended increase in gross  r evenue requirement  to $7,579,110 which

represents a weighted average cost of capital of 8.4 percent (plus a fair value adjustment

of 1.50 percent on the increment in fair value rate base over original cost rate base) .

23

24 Q. Does that conclude your testimony?

25 A.

A.

A.

A.

Yes .
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Customer Class Percentage
change

Total 8.48%
residential 9.21%
residential cares -9.41%
Small general service 9.21%
Large general service 9.21%
Large power service 9.21%
Interruptible Power Servlce 9.21%
Lighting 9.21%

Customer Class Percentage
Change

Total 4.72%
residential 5.13%
residential cares -5.19%
Small general service 5.13%
Large general service 5.13%
Large power service 5.13%
Interruptible Power Service 5. l3%
Lighting 5.13%

EXECUTIVE SUMMARY
UNS ELECTRIC

DOCKET NO. G-04204A-09-0206

Staff recommends that the Commission adopt the Company's proposed customer charge
changes ,  T ime of  Use r a tes ,  and Super -Peak Demand Response Ra te proposa ls . Staff
additionally recommends that the Commission adopt Staffs recommended rate structure and
levels.

The Company is proposing the following percentage increases to adjusted test year
revenues:

Staff proposes the following percentage iNcreases to adjusted test year revenues :
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1 INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3 A.

4

My name is William C. Stewart. I am employed by Ariadair Economics Group as a utility

analyst. My business address is 1020 Fredericksburg Rd., Excelsior Springs, Missouri

64024.5

6

7 Q- What types of services does Ariadair Economics provide?

8

9

Ariadair Economics Group provides expert witness and consulting services in

administrative, and judicial litigation proceedings.

10

11 Q. Please describe your educational background.

12 I hold a B.A. (2001) degree in Business Administration from Park University in Parkville,

Missouri.13

14

15 Q. Please describe your professional experience.

16

17

18

19

20

I have conducted analyses of various utility regulatory issues including Cost of Service

("COS"), Revenue Spread, Rate Design, Revenue Requirement and Rate Base, inter-

company transactions, depreciation/amortization, prudence of construction costs, and

various other issues. In addition, I participated in the recent UNS Gas proceeding on

behalf of Commission Staff. My resume is attached as Schedule WCS Resume.

21

22 Q- What is the purpose of your testimony in this case?

23

24

A.

A.

A.

A. The purpose of my testimony is to present the results of my investigation and evaluation

of UNS Electric's COS, Revenue Spread, and Rate Design proposals.
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1 Q. Have you reviewed the Company's application for rate relief?

2

3

4

5

Yes. I have reviewed, analyzed and evaluated the Company's COS Study, Revenue

Spread, and Rate Design. I have also visited the Company's Black Mountain Generation

Station ("BMGS") plant in Kingman and its Valencia plant in Nogales as well as its

Tucson Offices where I met and interviewed Company personnel.

6

7 Q. What is COS?

8

9

COS is the cost a company incurs in the provision of service, including the cost of capital

invested in plant and equipment.

10

11 Q.

12

13

14

15

How does a COS study effect rates?

The COS study forms the basis for the ultimate structure of rates. Therefore the study

should be a fair representation of the legitimate costs actually incurred by the company in

its provision of service. The rate classes used by the study should correspond to the rate

classes that exist and should provide a sound basis for any changes to customer classes,

tariffs structures and tariff levels.16

17

18 Q- What is Rate Design?

19

20

21

Rate design is used to directly translate the costs allocated to customers into unit charges

or rates. Rates are designed to recover the jurisdictional COS which consists of the

demand and commodity costs.

22

23 Q- What is the result of the COS and Rate Design process?

24

25

26

A.

A.

A.

A.

A. The COS and rate design process ultimately ends in a set of tariffs that customers pay for

services the Company provides. The underlying rationale for the structure and magnitude

of the tariffs are that they should be efficient, equitable, and all result in the recovery of
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1

2

3

the Company's revenue requirement. Rates should be simple and easy to understand,

minimize revenue fluctuations, should discourage wasteful production and consumption

practices, and should not be discriminatory.

4

5 Q. Have you prepared Attachments and Schedules in support of your testimony?

6

7

8

Yes, I have developed rates that provide the Company the opportunity to recover its cost

of providing service as determined and presented by Dr. Thomas Fish. The Company's

revenue requirement is $168,405,427 and the Gross Revenue Requirement deficiency

9 These rates are shown in Schedules and are

10

identified by Dr. Fish is $7,517,565.

presented in the attached WCS H Schedules.

11

12 Q- Were these Schedules prepared by you or under your supervision?

13 Yes.

14

15 COST OF SERVICE

16 Q- Did the Company conduct a COS study?

17 Yes.

18

19 Q-

20

Did the Company conduct its COS study consistent with previous Commission

orders regarding COS?

21

22

According to Mr. Erdvvurm the study follows the traditional structure previously approved

in the Company's prior rate cases. v

24 Q. Do you agree with Mr. Erdwurm?

23

25

A.

A.

A.

A.

A. Yes .
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1 Q. Did the Commission address allocation of purchased power costs in Decision No.

2 70360?

3 Yes. The Commission directed the Company to allocate purchased power costs on the

4

5

basis of 100 percent energy because the Company's purchased power contract had no

provision for demand charges or segregation of charges by time of day, month or season.

6

7 Q.

8

Did the Company allocate purchased power cost on the basis of 100 percent energy

in this proceeding?

9 Yes.

10

11 Q- Did you review the Company's proposed COS Study?

12 Yes.

13

14 Q- What were the results of your review?

15

16

17

18

19

20

21

22

The Company proposed a constant percentage increase for all customer classes except

Customer Assistance Residential Energy Support ("CARES") customers. The reason

given for this constant percentage increase was to support the CARES customer rate

decrease in a fair and equitable manner. A consequence of the proposed constant

percentage increase occurs in the rate of return per customer class. For example, the

proposed combined rate of return on rate classes LPS, Interruptible, and Street Lighting is

negative 8.5 percent. The combined revenue for these classes, however, is only 12.7

percent of total revenue.

1

A.

A.

A.

A.
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1 RATE DESIGN

2 Q-

3

Are you recommending a rate design for the Company to use to recover its revenue

requirement?

4 Yes.

5

6 Q. What Revenue Deficiency are you proposing to recover?

7

8

I am proposing rates designed to recover the Company's total revenue requirement of

$168,405,427 of which $7,517,565 is the Company's revenue deficiency.

9

10 Q. What is the underlying rationale for the structure and magnitude of the tariffs you

11

12

13

14

15

16

17

18

are proposing?

The underlying rationale for the structure and magnitude of the tariffs that I am proposing

is that they should be efficient, equitable, and result in providing the Company the

opportunity to recover its cost of providing service. Rates should be simple and easy to

understand, and minimize revenue fluctuations, they should be efficient in the sense that

wasteful production and consumption practices are discouraged, and they should not be

discriminatory. While cost-based rates are an important consideration in rate design,

gradualism is also an important aspect in determining rate levels and customer charges.

19

20 Q- Would you givea general overview of electricity rates?

21

22

23

24

A.

A.

A.

A. Yes. Generally, costs for electricity service consist of two parts. The first is a customer,

or fixed, charge and the second, is a volumetric, or usage, charge. With respect to the

fixed charge, movement to cost-based rates (assuming the costs are calculated correctly)

should not be so abrupt as to cause rate shock.
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1 Q. What procedure did you use to determine your proposed tariffs?

2

3

4

5

6

7

The first step is to determine the Company's revenue requirement. This task was

accomplished in the previous Sections of Dr. Fish's testimony. The revenue requirement

is defined as the Company's cost, including capital cost, of providing service. The second

step is to apportion this cost of service to various customer groups on the basis of a COS

study and rates designed to give the Company the opportunity to recover its cost of

providing service.

8

9 Q.

10

Did you have any special considerations in mind in designing the customer charge

component of rates?

11 Yes. It is important to keep in mind that the Company may have incentives to move cost,

12 and therefore revenue recovery, to customer classes with the greatest inelasticity of

13 demand, i.e., residential customers. Demand for residential electric service tends to be

14

15

16

seasonal and may fluctuate less than demand by other customer groups. The result of

Moving revenue recovery to fixed monthly residential customer charges the Company may

be passing more of its financial risk on to a customer class that adds comparatively little to

that risk.17

18

19

20

CARES Program

What is the CARES Program?Q.

21 The CARES (Customer Assistance Residential Energy Support) program is a low-income

22 assistance program.

23

24 Q- What did the Company propose with respect toCARES rates?

25

26

A.

A.

A.

A. According to Company witness Erdvvurm, the Company proposes to: 1)Decrease the

customer charge for CARES customers from $7.50 to $3.50, 2) set the CARES base
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1 power supply rate at $0.07166/kWh which is discounted from the regular residential level,

fa
L

3

4

5

3) retain existing CARES percentage discounts and the $8.00 discount for customers using

over 1,000 kph per month, and 4) freeze the forward and true-up components at zero for

the Purchased Power and Fuel Adjustment Clause ("PPFAC") for CARES customers

when new rates (including the discounted base power supply rate) are effective.

6

7 Q. Does Mr. Erdwurm state the reason for the proposed changes to CARES rates?

8 Yes. Mr. Erdwurm states at page 3 of his direct testimony that the CARES customer

9

10

charge proposal is motivated by public policy considerations unrelated to the cost of

providing service.

11

12 Q- Do you agree with the Company's proposed CARES program rates as presented?

13

14

15

16

The Company is proposing to freeze the forward and true-up component at zero for the

PPFAC for CARES customers when new rates are effective. I agree with a freeze at zero

when PPFAC rates are positive but in situations where the rates become negative, such as

the June 1, 2009 PPFAC adjustment, those negative rates should be passed on to CARES

17 customers .

18

19 Q- Is the Company proposing changes in its low-income assistanceprograms?

20

21

A.

A.

A. Yes. The Company is proposing to expand CARES eligibility to customers whose income

is 200 percent of poverty level from 150 percent of poverty level.
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1 Q-

2

Does the Company place a condition on its proposed expansion of the CARES

program to 200 percent of poverty level?

3

4

5

Yes. Mr. Erdwurm states that the expanded program is contingent upon the program costs

"being fully recovered from other retail customers." He indicates that UNS Electric is

willing to meet with stakeholders to discuss program expansion.

6

7 Q. Do you agree with the proposed expansion of the CARES program?

8

9

Yes. I agree with the Company's proposed expansion of CARES eligibility to customers

whose income is 200 percent of poverty level.

10

11

12 Q-

13

Rate Design Changes

Did the Company propose rate design changes in addition to the CARES proposals

discussed above?

14

15

16

17

18

Yes. The Company proposed the following changes: 1) Increasing customer charges for

Residential customers from $7.50 to $8.00, for Small General Service customers from

$12.00 to $12.50, and Large General Service customer charge from $15.50 to $16.00, 2)

redesign time~of-use ("TOU") rates to increase the price differential between time periods,

3) adoption of Super-Peak Demand Response tariffs, and, 4) implement a reclassification

19 of rates associated with BMGS. In addition, the Company is proposing a constant

20

21

percentage increase in revenue of 9.21 percent for all classes of service except CARES

which is to decrease by 9.41 percent.

22

23 Q. What is the basis for the Company's proposed changes to customer charges?

24 A.

25

According to Mr. Erdwurm, the proposed change will bring the customer charge more in

line with COS .

26

A.

A.

A.



TOU Hours Current TOU Rate Design
(Base Power Supply)

Proposed TOU Rate Deslgn
(Base Power Supply)

Summer On Peak
2:00-6:00 PM

Off-Peak Charge is 84% of
On-Peak Charge
(Summer)

Off-Peak Charge would be 34% of
On-Peak Charge
(Summer)

Summer Shoulder Peak
12:00pm-2:00pm &
6:00pm-8:00pm

Shoulder-Peak Charge is 89%
of
On-Peak Charge
(Summer)

would beShoulder-Peak Charge
47% of On-Peak Charge
(Summer)

Winter On Peak
6:00am-10:00am &
5 :00pm-9:00pm

ofOff-Peak Charge is 94%
Shoulder-Peak Charge
(Summer)

Off-Peak Charge would be 72% of
Shoulder-Peak Charge
(Summer)

All other hours are off
peak.

Off-Peak Charge is 81% of On-
Peak Charge
(Winter)

Off-Peak Charge would be 26% of
On-Peak Charge
(Winter)

a I
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l Q. Do you agree with this proposed change?

2 Yes.

3

4 Q- What is the Company proposing withrespect to TOU rate design?

5

6

7

8

The Company is proposing larger price differentials between On-Peak, Shoulder-Peak,

and Off-Peak periods. This, in turn, should allow customers that take advantage of these

rate plans to enjoy greater savings. Peak off-peak, and shoulder peak times are shown in

customer tariff sheets. The following table presents a summary of the TOU rate design.

9

10

11 Q. Is there any variance to the above table concerning TOU?

12 Yes. For residential customers all weekend hours and all hours on six selected holidays axe

13

A.

A.

A.

off peak. For all other customer classes the TOU hour designation applies every day.

I
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1 Q. Do you agree with the current TOU hour designation?

2

3

Yes. The Commission approved these TOU pricing plans in decision 70440. In addition

these hours are consistent with the treatment of peak demand for purchase power

4 contracts.

5

6 Q. Do you agree with theproposed TOU changes in rate design?

7 A.

8

9

10

11

Yes. In my opinion, the Company is correct in asserting that the proposed rates should

provide additional incentive for customers to use these rates. To the extent peak demand

is reduced compared to what it otherwise might be, the Company, and its customers, can

expect to enjoy savings in building weaker generating plants, or acquiring higher priced

on-peak purchased power.

12

13 Q- What is the Super Peak Demand Response tariff?

14

15

The customer's super peak hour is determined by the company based on customer usage

to select a peak hour that is priced at a higher rate. Rates at other times are at a reduced

16 rate. Therefore, by significantly reducing use during the selected peak hour, the customer

17

18

can expect substantial savings on the electric bill and the Company can expect system

peak to be restrained.

19

20 Q- What hours apply to the Super Peak TOU?

21

22

The single hour chosen will be between 2:00pm and 5:00pm during summer months and

applies to residential service, small general service and large general service.

23

24 Q. Do you agree with this proposed rate design?

25

A.

A.

A.

A. Yes.
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Q- Do you agree with the Company's proposed rate design changes for customer

charges, TOU rates and Super-Peak Demand Response tariffs?

Yes.

1

2

3

4

5

6

Q~ Is the Company's proposal reasonable?

Yes .

7

8

9

10

11

Q. What PPFAC did you use?

12

The Company's current PPFAC, as of June 1, 2009, is (-$.010564 kph). However,

Company witness Dukes (See page 19, line 24-27 and page 20, line 3-7 of his direct

testimony) is proposing to reset the PPFAC True-Up component to $0.00 as of June 1,

2010 with an average base power supply rate of $0.067738/kwh. I used the proposed rate

of zero n

Q. How does the change in PPFAC to zero effect residential customers?

13

14

15

16

17

18

19

20

21

22

23

24

25

A.

A.

A.

A. In order to reset the PPFAC to zero the company made a $33,981,623 adjustment to

operating revenue. This resulted in a reduction of total operating revenue from

$194,910,688 to $160,926,065. That is, test year rates (base rates plus PPFAC) generated

$194, 910,688. The Company claimed a revenue shortfall of $l3,500,000. So, even after

adding the $13,500,000 to its adjusted revenue of $160,926,065, the Company's proposed

rates in its H schedules showed a reduction in customer bill amounts. Since Staffs

revenue deficiency is $7,517,565 the reduction in customer bill amounts is greater. That

is, by resetting PPFAC to zero, the Company reduced revenue requirement by almost $34

million.



Direct Testimony of William C. Stewart
Docket No. E-04204A-09-0206
Page 12

1

2

Revenue Spread

What did the Company propose with respect to revenue spread to individualQ.

3 customer classes?

4 The Company proposed an equal increase for all customer classes except residential

5 CARES.

6

7 Q. Please explain.

8

9

According to Mr. Erdwurm, the Company is proposing the following increases to adjusted

test-year revenues: (Schedule H1 page 1 of 2);

10

11 Residential: 9.21%

12 Residential CARES : -9.41%

13 Small General Service: 9.21%

14 Large General Service: 9.21%

15 9.21%

16

17 9.21%

18

Large Power Service:

Interruptible Power Service: 9.21%

Lighting:

Total : 8.48%

19

20 Q- Do you agree with the Company's proposed revenue spread?

21 I agree with a constant increase per customer class except for residential CARES. I do not

22

A.

A.

A.

agree with the amount.



Direct Testimony of William C. Stewart
Docket No. E-04204A-09-0206
Page 13

1 Q- What is your proposed revenue spread?

2 I also prepared a constant percentage increase, except for residential CARES, as follows:

3

4 Residential : 5.13%

5 -5.19%

6

Residential CARES :

Small General Service: 5.13%

7 Large General Sewicez 5.13%

8

9

10 5.13%

11

Large Power Service: 5.13%

Interruptible Power Service: 5.13%

Lighting:

Total: 4.72%

12

13 PROPOSED RATES

14 Q- Did you develop rates that would allow the Company the opportunity to recover its

15

16

cost of providing service?

Yes. These rates are presented in my WCS H Schedules, Schedule WCS H-1 through

17 Schedule WCS H-4 provides rates for the base case situation. Schedule WCS H-1

18

19

20

21

22

A.

A.

provides a summary of revenues by customer classification, Schedule WCS H-2 provides

a Comparison of Revenues by Rate Schedule. I reviewed this Schedule which was

provided by the Company as Schedule HE and reproduced for purposes of information and

consistency, Schedule WCS H-3 provides a comparison of present and proposed rates,

and, Schedule WCS H-4 provides average bill rates.
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Direct Testimony of William C. Stewart
Docket No. E-04204A-09-0-06
Page 14

1 CONCLUSIONS

2 Q- What is your overall conclusion regarding the Company's rate design proposal?

3 My initial review of the Company's Rate Design proposal leads me to believe that they are

4 reasonable with the modifications discussed in my testimony. However, I continue to

5

6

review the Company's proposal and any revisions or additions to my testimony will be

addressed in my Surrebuttal Testimony.

7

8 Q. Does that conclude your testimony?

9 Yes.

i

A.

A.



Schedule Description
WCS Resume Resume of William C. Stewart
WCS H-1 Summary oflRevenues by Customer Classification
WCS H-2 Comparison of Revenues by Rate Schedule
WCS H-3 Comparison of Present and Proposed Rates

I WCS H-4 Present and Proposed Rates

¢

SCHEDULES

Schedules Accompanying
The Direct Testimony of William C. Stewalrt

|.

\
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UNS Electric_ Inc.
Resume Of William C. Stewart
Teswt Year Ended December 3 I _ 2008

HANAGEM ENT EXPERIENCE

REGULATORY/ACCOUNT!NC/FINANCE EXPERIENCE

EMPLOYMENT

EDUCATION

L̀ rcmcd and dcliwrcd pcrlbrmnnce evaluations lo l̀ ron1 line employees.

S¢niur Super isor in Fonun: 500 Company .

Dircclh monitor. coach and counsel employees as necessary.

Conducted studies to determine cos! allocation lhclors br cost studies.

Dm eloped cxhibils/schedules liar talc has°e/revenue rcquircmenls. expenses.
rm cnucs. curl al' service. revenue spread. rate designs and atTilia\c transactions.

l)¢\ flop pro Irma income. expense and rate base adjustments.

Panicipatcd in proceedings involving economics. accnunling and market structure
issues in regulated utilities.

Auth and. wril§.jurisdictional allocations.

Super ired 5\ stems for creating dcprecialion and

Dcwlupcd cost accounting systems tr cost olly:rvicc determination.

Conducted studies hr "orbing capital requirements.

Rlnicn and anulyzc unnualizalion lcchniqucs.

.-'\naI5sis of inter-company transactions and allocation fhct0rs.

2002
2()0-1
2018

William C. Stewart

Park l̀ nivcrsil). BA in Business Administration. 200 I

I

2()()4
2()(l7
Prcscnx

Cashier Supervisor. Hurrah ls North KL' Casino
Senior Supervisor. Harrahls North KC Casino
Analyst. Ariadair Economics Group

cslcwarl/¢?)ariadaireconomicscom

amonizalion schedules.

Schedule WCS Resume

/
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UNS Electric Inc
Comp of Present and Proposed Rates
Ty Ended Dec 31, 2008

Schedule WCS H-3
Page 4 of 12

Increase
Present Rate Proposed Rate °/o

Residential Service
Customer Charge
Energy Charge let 400 kWhs
Energy Charge. all additional kwhs
Base Power Supply Charge. all kWh

PPFAC

$7 50
$0 011255
50.021259
50.077993

50014746

s8.o0
$0.016164
$0026178
50.076222

$00000000

S0.50
$0 004909
s0.004909

.$0001771

~$0 014745

6 57°/a
43 61%

230899

-2 27%

.100.00°/o

Residential Service CARES
Customer Charge
Energy Charge 1st 400 kwhs
Energy Charge. all additional kWh
Base Power Supply Charge. all kwhs
PPFAC

$7.50
$0.011255
$0.021259
s0.077993
$0014745

5350
$0.011255
$0021259
$0074455
50.000000

.5400
$0000000
$0.D00000

-50.003527
-50.014746

-5333°/1

0 00°/0
0 00%

-4 52%
-100.00°/o

Residential Time of Use Rates, all kwhs

(These rates would Include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0092183 50150548

Summer Shoulder 50051803 $0.D7BZ22

Summer of'f-peak 50077153 $0.0555B8

50068355

-$0 0055B 1

-$0 021615

7416°/0

-6.82%

-28.01 °/o

Waler on-peak

Winter off~peak
$0980873

$0 065873

50160548

$0 043304

S0 079575

-$0 022559

98.52%

.:s42e%

Small General Service

Customer Charge
Energy Charge 1st 400 kWh
Energy Charge. all additional kwhs
Base Power Supply Charge all kwhs
ppFAC

$12 00
50022449
5U032463
$0 075738
$D014746

$12.50
$0.028013
50038027
$0.D739B2
so 000000

$0.50
50005564
S0.005564

-$0001756
-S0,014746

4.17%

24 78%
17 14%

-2 32%
-100D0%

Small General Service Time of Use Rates, all kwhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0.090348

Summer Shoulder 50.079658

Summer off-peak $007534B

50138092

$0.0'/3982

$9048092

50.047744

_$0005676

-50.027256

52 84%

-7.13%

-36.17%

Water on» peak

Winter off-peak
$007944B

50.064448

$0.138092

50039872

50.058544

-$0.024576

73 81%

.3B.T3°/n

f-~~
I
\
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UNS Electric. Inc
Comp of Preses and Proposed Rates
TY Ended Dec. 31. 200B

Large General Service

Customer Charge

Demand Charge, per kW

Energy Charge (kwhs)
Base Power Supply Charge. all kWhs
PPFAC

Large General Service TOU
Customer Charge
Demand Charge. per kW
Energy Charge (kwhs)
Base Power Supp\y Charge. all kWhs
PPFAC

Large General Service Time of Use Rates, all kwhs

(These roles would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0.0B2B32

Summer Shoulder $0071452

Summer off-peak $0.067832

Winter on-peak

Wmlef off-peak

Large Power Service (<69KV)
Customer Charge

Demand Charge. per kW

Energy Charge (kwhs)
Base Power Supply Charge, all kwhs
PPFAC

$355.00

51790
50000000
so 053260
$0 014746

$15.50

$1071

50003254

500067062
50.014745

$20.40
$10.71

50.003254
$0957062
$0.014746

so 071072

501056072

$372.00

$21 22
mama

50.052050
$0.000000

$16.00

$13,35

$0.003811

$0065796

$000DOD0

$20.90
$13 35

$0003811

50 055538

$0 000000

$D.122433

$0 065538

50.047433

$0.122433

50033715

$40700
51493

$0.50

$2.64

5G.000557

_$0.001266
-$0.014746

50 50
$2.64

50.000557
-s0.001524
-$0.014746

50.039601

.$0.005914

-so 020399

50.051351

-$0022357

av 00

$3.33

5D000DDD

-SDDD1210
-$U014746

$7.00
5382

so 000000
-so 001210
-$0.014746

Schedule WCS H-3
Page 5 of 12

3 23%

24.68%

17 11%

-1 B9°/o

-100 00%

2 45%
24 68°/o

17 1 1%

,2.27%

.100 00%

1 92%

18.59%

0 00%
-2 27%

.100 00%

47.81°/o

-8 28%

-3007°/u

72.27%

-39 87%

1.75%

0 00°/o
0 00°/n

-2.27%
100.00%

Large Power Service (>69KV)
Customer Charge
Demand Charge. per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kWhs
PPFAC

$400.00
$11.61

501100000
50.053260

$0 014748

$D.05205D
$0000000

Large Power Service Time of Use Rates, all kwhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0 070170

Summer Shoulder $005B180

Summer off-peak 50.055170

$0 100010

50.052050

50.040010

80029880

-$0 006130

-$0015160

42 53%

-10.54%

274B° /n

Wmlef on-peak

Water off~peak

$0.058170

$0 043170

$0.100010

$0.027996

50.041840

-$0.015174

7193%

-35 15%

J
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UNS Electric. Inc
Comp of Present Ann Proposed Rates
TY Ended Dee 31 2008

Schedule WCS H-3
Page 6 of 12

Interruptible Power Service

Customer Charge

Demand Charge. per kW
Energy Charge (kwhs)
Base Power Supply Charge. all kWh
PPFAC

$15.50

$3.40
50014800
$0 055491
$0.014746

$16.00

$4.66
50016051
$0054230
50000000

so.50

$1 .26
$0.00128'!

-$0.001261
,S0014746

3 23%

37 17°/o

855%

-2 27%
-100 00%

interruptible Power Service Time of Use Rates, all kwhs

(These roles would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0 071861 $0 102914

Summer Shoulder $0,059591 $0 054230

Summer off-peak $0.05BB61 50.042914

50031053

-$0.005461

-$0.013947

43.21%

.g 15%

-24.53%

Winter on-peak

Water off-peak
50.059411

50044411

$0.102914

50027782

50.043503

-50016629

73.22%

-37 44%

Lighting Dusk to Dawn

New 30' Wood Pole (C\ass 6) - Overhead

New 30' Metal or Fiberglass - Overhead

ExlsUng Wood Pole - Underground
New 30'Wood Pole (Class 6) - Underground

New 30' Metal or Fiberglass - Underground

Wauage per Watt
Lighting Base Power Supply Charge. per Watt

$4.12

58,26

5206

5620
510.32

$0D46577
$000781 B

$435

$B72

$2.18

$5 54
$10.89

$0 048718

$0.00764D

$023

$0.46

$0 11
$0 35

50.57
50002141

.$OD0017B

5 57%
557%
5 57%
5.57%
5 57%
4.60%

-2.27%

;
1

K
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UNS Electric. Inc
Average Bill Rates
Present and Proposed Rates
TY Ended Dec: 31. 200B

Schedule WCS H-4

Page 7 of 12

Resrdenual Service
Customer Charge
Energy Charge 1st 400 kWh
Energy Charge. all additional kWh
Base Power Supply Charge. allkwhs
PPFAC

Present
$7.50

$0.011255
50.021269
$0.077993
$0.014746

Proposed
sa.00

50.016164
$0026178
$0.D75222
$0 000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$B00

Proposed

Increase

$
$0 50

Proposed

Increase
%

6.67%

50 $12_70 $1262 (sons) -0 63%

1 O0 $17.90 $17.24 ($0.41) -2.29%

200 $28.30 $2848 ($1.82) -5 44%

400 549.10 $4495 ($4.14) ~8 44%

500 571,90 565.43 ($647) -8 99%

800 $94.70 $85.91 (SB 79) -9.28%

1.000 $117.50 $10839 (S1111) -9.45%

2.000 $231_51 $208 79 ($22.72) -951%

2.500 $28851 5259.99 ($2B 52) -9 89%

5.000 $573.53 $515 99 (557 54) -10 03%

10.000 51.14357 $1_027 99 (511559) -10 11%

Residermal Service CARES
Customer Charge
Energy Charge 1st 400 kwhs
Energy Charge, all additional kWhs
case Power Supply Charge. all kwrls
PPFAC

Present

$7.50
$0.011255
$0.021269
50.077993
50.014746

Proposed
$3.50

$0.011255
so 021269
$0074466
$0.D00000

Discounts:
0-300 kph
301-600 kph
601-1000 kph
1001+ kph

30 0%
20 0%
10D"/0
$5.00

Average Sales per MoMs
0

Total Bill
Present Rate

$5.25

Total Bill
Proposed Rate

$2.45

Proposed
Increase

s
(5280)

Proposed
Increase

%
»5333%

50 $8.89 55.45 ($3.44> »38 69%

100 $12.53 $8.45 ($408) -32.55%

200 $19.81 81445 ($536) -27 05%

400 $3928 $3023 ($9.05) -23 03%

600 $57.52 54555 (51137) -20 81%

a00 S85 23 S68 47 (51676) -19.66%

1.000 $105.75 $85 71 (52005) -18 95%

2000 $223.51 $1B2 97 ($40.54) -1 B 14%

2.580 $280.51 S230.B3 ($49.68) -1771°/o

5000 $565.53 $470.17 (595 36) ~16 86%

10.000 $1.135 57 $948.55 (ams 73) -1S44%

(

s
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UNS Electric. Inc
Average Bill Rates
Pfeseru and Proposed Rates
TY Ended Dec 31. 2008

Schedule WCS H-4
Page 8 of 12

Resldennal Service Time-of-Use Summer
Customer Charge
Energy Charge 1st 400 kWh
Energy Charge all addllIonal kWhs

Base Power Supply Charge
On-Peak. all kwhs
Shoulder-Peak. all kWh
Off-Peak. all kwhs

PPFAC

Present
$750

$0.011255
510021259

Proposed

$8.00
50.016164
50026178

Assume:
On Peak Usage
Shoulder-Peak Usage
OH-Peak Usage

16.6%
15.4%
GO 9%

50.092183
$U.0BtBo3
$0.D771B3
$001474s

50.160548
$0 076222
50055568
500000000

Average Sales per Month
0

TOISI Bill
Present Rate

$7.50

Trial Bill
Proposed Rate

$B 000

Proposed
Increase

s
SO so

Proposed
Increase

%
6 67%

50 $12.52 $12.62 (5020) 4.56%

100 $18.14 $1724 (5090) -4 97%

20o $28.78 526.48 ($2.30) -8 .DO%

400 $50.06 $44.95 ($5.10) .1D19%

600 $73.34 $55.43 ($7.90) -10.75%

B00 $96.62 $5531 ($10.71) -'I 1 05°/a

1.000 $1 1990 $10639 (51351) -11 25%

2.000 $23531 $20579 (527 51) -11 54%

2.500 $294.51 $259.99 (53452) »11 72%

5.000 $585.53 $51500 (569 53) -11 as%

10.000 $11167.55 $1 ,02B.00 (513957) -11 95%

Present
$7.50

s0.011255
so 021259

Proposed
$8.00

$0.0151 BE
50.025178

Assume
On Peak Usage 28 1%

Off-Peak Usage 718°/u

Residential Service Time-of-Use Willer
CUSlOfTlEf Charge
Energy Charge 1 sl 400 kWhs
Energy Charge, all additional kwhs

Ease Power Supply Charge
On-Peak. all kWhs
Shoulder-Peak all kwhs
off-peak all kWhs

PPFAC

so 080B73 so 160548

50.065873
$0.014746

50043304
$0 oooooo

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$BOD

Proposed
Increase

$
5050

Proposed
Increase

%
6 .67%

50 $12.30 $12.62 $0.31 2 56%

we $17.1 1 $17.24 so 13 0.76%

200 $2672 52548 ($0.24) -090%

400 $45.93 $4495 ($0.98) ~2.14%

600 $67.15 56543 ($1.72\ -2.56%

BDO $88 37 $85.91 ($2.46) -2 79%

1.000 $109559 $106 39 ($3.20) -2.92%

2.000 $215 69 S208 79 ($5.91) -3 20%

2_500 $26874 $259.98 (5876) -3.26%

5,000 $533.99 $51597 ($18.01) -3 37%

10,000 $1 .064.4B $1,027.95 (536 53) -3 43%
I

F
1
1
\.
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UNS Elecirvc. Inc
Average Bill Rates
Present and Proposed Rates
TY Ended Dec 31 2008

Schedule WCS H-4
Page 9 of 12

Small General Service
Customer Charge
Energy Charge is!  400 kwhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWhs
PPFAC

Present
$1200

$0.022419
5D.032453
300075738
$0.014746

Proposed
$1250

$0028013
$D.03B027
$UD73982
50000000

Average Sales per Month
50

Total Bill
Present Rale

$1755

Total Bill
Proposed Rate

$17 B0

Proposed
increase

s
($0.05)

Proposed
Increase

%
» 027%

100 s 2329 $2270 ($0.59) -2 55%

250 $40.23 $35.00 (5223) -5.55%

500 56947 $64.50 ($497) .7 15%

1 .000 $130.94 $12050 (51044) -7.97%

2.000 $25389 $23251 (s21 Sal .8.42%

3.500 $438.31 540052 (537 79) -562%

5.000 $622.73 8)56B54 (55419) -a 70%

10.000 $1 .237.46 51. 12858 (510889) -B 80%

30.000 $3,69640 $3.36B,74 (5327 66) -B 55° /o

50.000 $5,155.34 $550891 (554644) -B 88%

Large General Service Delivery Charges
Customer Charge
Demand Charge. per kW
Energy Charge (kWhs)
Base Power Supply Charge ail kWh
PPFAC

Present
$15.50
$1071

s0.003254
$0.067D62
50.014746

Proposed
$15 00
$13 35

$0.003B11
50.065798
$D0D000D

Assumes
Load Factor = 55.0%

Average Sales per Month
5.000

Total Bill
Present Rale

$574.1 a

Trial Bill
Proposed Rate

$530.32

Proposed

Increase

s
($43 BB)

Proposed
Increase

%
-764%

10.000 $1,132B7 $1 _044.B5 ~7.79° /o

25.000 $2,808.92 $2,5B762

($85.22)

8221 31) -7 ah%

50.000 s5.eo2.a5 $5.15923 ($44312) -7.91%

100.000 $11.18920 5 1 0 3 0 2 4 6 (seas 74) -7.92%

200.000 522.36239 520,588.92 ($1_773.97) -7 93%

300.000 533,53859 $30,875.38 ($2.661.21) .7 94%

400,000 544,710.29 541.161.85 ($3_54B.44l -7 94%

5001000 $55_B83.98 s51_44a.a1 ($4,435.68) .7 94%

G00,000 567,057.68 $61,73477 ($5.322.91) .7 94%
1
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UNS Elect Inc

Average Bill Rates
Present and Proposed Rates
TY Ended Dec 31 2008

Schedule WCS H-4
Page 10 of 12

Large General Service TOU
Customer Charge
Demand Charge per kW
Energy Charge (kwhs)
Base Power Supply Charge all kWh
PPFAC

Present
52040
$10,71

$0.003254
30067062
$0.014746

Proposed
$2090
51335

$0003811
suusssse
$0.000000

Assumes
Load Factor = 550%

Average Sales per Month
5.000

Total Bill
Present Rate

$572 42

Total Bill
Proposed Rate

$525.52

Proposed
Increase

s
($46.79)

Proposed
Increase

%
-8. 17%

10,000 $1,12442 $1330.34 ($94.09) -837%

25.000 s2.7804e $2.54451 (523597) -8.49%

50.000 $5.54056 $5,0B511 (547245) ~8 53%

100.000 $11 ,06D.72 51D.11532 (594540) -855%

200.000 $22.101.04 $20209 75 ($1a91a0) -856%
l 300.000 $33,141 37 530,304 17 ($2.B3720) -B 56°/n

400.000 544_18159 $40,398.59 ($3,783D9) ~B55° /o

\ 500.000 555.222.01 550,493.02 ($4_72B.99) -B5B%

600,000 $66.2S233 560.58744 ($5,S74B9) ~855%

Assumes maximum peak period demand is 5% lower than maximum demand in non-peak period.

Large Power Service (<69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge. all kwhs

PPFAC

Present
$36500
$17.90

50.000000
30.053260
$0.014746

Proposed
$37200
s2122

($0.0000DD)

80052050
50.0DODDO

Assumes
Load Factor = 65.0%

Average Safes per Morly
300.000

Total Bill
Present RB\€

$32,081

Total Bill
Proposed Rate

529.404

Proposed
increase

s
(52,677)

Proposed
Increase

°/a
~8.34%

450.000 $47,939 $43,920 (84,019) -8.38%

650.000 869.083 863.275 (55,808) -B 41%

850.000 $90,225 582.529 87.5971 .8 42%

950,000 $100,798 5B2.307 ($8.492) -a 42%

1.500.000 $158,944 5145.532 (S13.412) -B 44°/o

1.750.000 5185.374 5169,725 (515549) -8.44%

2.000.000 $211.804 $193319 (517,885) -8 44%

2.500.000 $264 ,663 $242.305 (522,358) -B45%

(
l
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UNS Electric. Inc
Average Be Rates
Present and Proposed Rates
TY Ended Dec. 31. 2008

\

Schedule WCS H-4
Page 11 of 12

Large Power Service (>69KV) Delivery Charges
Customer Charge
Demand Charge. per kW
Energy Charge (kwhs)
Base Power Supply Charge. all kWhs
PPFAC

Present

$400.00
s11.61

$0.DD0000
$0.D53260
$0.014745

Proposed

$407.00
$14 .93

($0.000000)
s0.052050
s0.000000

Assumes
Load Factor = 70.0%

Average Sales per Month
300,000

TD1aTBill
Present Rate
$27.617.85

Total Bill
Proposed Rate

524,787.30

Proposed
Increase

s
($2.831)

Proposed
Increase

%
-10.25%

450.000 $41,226.77 $36,977.45 (S4.249) -10'31%

650.000 $59,372.00 553,230.98 (56,141) -10.34%

850,000 $77,517.23 569.484.52 (88,033) -1036%

950.000 586589.85 $77,811.29 (58979) -10.37%

1 500,000 $136,489.23 s122.a0e.50 ($14.1e1) -10.39%

1 .750_000 $159.170.77 $142,625.42 ($16_545) .1039%

2.000_DOD $181,552.31 $162,942.34 ($18.91D) ~10 40%

2.500.000 $227.215.39 $203.576.17 (523639) -10 40%

50 Assumes
Load Factor =

Interruptible Power Service Delivery Charges

Customer Charge
Demand Charge. per kW
Energy Charge (kwhs)
Base Power Supply Charge. all kWh
PPFAC

Present

$15 50
$3.40

$0.014800
$0055491
$0.D14745

Proposed
$16.00
$4.56

59016081
50054230
50000000

55.0%

Average Sales per Month
10001

Total Bill
PresentRate

$950.65

Total Bill
Proposed Rate

$835.35

Proposed
Increase

s
($115.30)

Proposed
Increase

%
-12 13%

15,000 $1,418.0B $1244.90 (s173.1a) -12.21%

20.000 $1.885,60 $1,654.53 ($231.07) -12 25%

30.000 $2.B2066 $2,473.50 ($34686) ~12 30%

50,000 $4,690.75 54.11233 <$57843) .12.33%

75,D00 $7,028.39 $5_160.50 ($B67B9) .12.35%

100,000 $9,366.02 $8,208.67 (51_157.36) -12.36%

125.000 $11 ,703.s6 $10,255.83 (S1.446B2) -12.36%

150,000 $14,041.29 512,305.00 ($1.736.29) 42.37%

F
,
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UNS Electric inc
Average Blll Rates
Present and Proposed Rates
TY Ended Dec. 31 2008

Schedule WCS H-4
Page 12 of 12

Present
Overhead Service

$4 .12
$8.26

Proposed

Proposed
Increase

s

Proposed

Increase
-vo

Lighting Dusk to Dawn Delivery Charges
New 30' Wood Pole (Class 6)
new 30' Metal or Fiberglass

54.35
5B72

so 23
$046

5 57%
5.57%

Exisimg Wood Pore
_New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

Underground Service
$2.05
$6.20
$10.32

52.18

56,54
51089

$0.11
so 35
$0.57

5.57%
s 57%
5.57%

Per Watt $0.046577 500048718 $00021 4 60%

Lnghtnng Base Power Supply Charge. per Watt 50.007818 59.09764

PPFAC $0.014746 50.000000

100 Watts - Overhead
Existing Wood Pole
New30' Wood Pole (Class 6)
New 30' relay or Fiberglass

$457
$8.79
$12.92

$5.64
$9.99
$14.35

$0.97
so 20
5143

20.50%
13.55%
11.07°/o

100 Watts - Underground
Exusung Wood pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$6.73
$10.B5
$1498

5781
51215
$16 53

$1.09
5132
$1.55

1e13%
12.11%
10:s1%

too Watts - Overhead
Exxsiing Wood Pole
New au' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$9 32
$13.44
$17.57

$1127
515.62
$19.99

$1 96
$2.19
so 42

21 00°/9
1627%
13 75%

200 Watts - Underground
Existing Wood Pole

New 30' Wood Pole (Class 6)
new 30' Metal or Fiberglass

$12.94
$17.07
ssaes

$13.45
$1781

$22.16

3051
$0.74
3253

3 92%
4 32%
12.89%

400 watts . Overhead
Existing Wood Pole
New 36' Wood Pole \Class 6)
New 30 Metal or Fiberglass

$21 .76
$25.88
$30.02

$2254
52690
$3126

S079
$101
$1 25

3 61%
3.92%
4 15%

400 Watts - Underground
Existing Wood Pole
New 30' Wucd Pete tCtass 6)
New 30' Metal or Fiberglass

$23.82
$27.95
$32.05

$24.72

$29.08
53344

5090
$113
$135

3.78%
4.04%
424%

r
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Customer Class Percentage
change

Total 8.48%
Residential 9.21%
Residential CARES -9.41%
Small General Service 9.21%
Large General Service 9.21%
Large Power Service 9.21%

I .Interj idle Power Service 9.21%
Lighting 9.21%

Customer Class Percentage
Change

Total 4.76%
Residential 5.17%
Residential CARES -5.23%
Small General Service 5.17%
Large General Service 5.17%
Large Power Service 5.17%
Interruptible Power Service 5.17%
Lighting 5.17%

|

EXECUTIVE SUMMARY
UNS ELECTRIC, INC.

DUCKET NO. E-04204A-09-0206

The purpose of my Surrebuttal Testimony is to respond to certain issues raised by
Company witness Erdwurm in his Rebuttal Testimony. The issues I address include the
Customer Assistance Residential Energy Support ("CARES") program for low-income
customers, CARES Purchased Power and Fuel Adjustment Clause ("PPFAC"), and rate changes.

Staff recommends that possible changes in qualifications for CARES and other low
income programs be discussed by interested parties. Staff also recommends that its
recommendation for PPFAC treatment for CARES customers be adopted by the Commission.

Staff also provides revised proposed rate schedules. Although there are minor changes in
the H Schedules as a result of the information provided in the Company's Rebuttal Testimony,
the Company and Staff proposed percentage increases are not changed. The Company is
proposing the following percentage increases to adjusted test year revenues :

Staff proposes the following percentage increases to adjusted test year revenues:

W



Surrebuttal Testimony of William C. Stewart
Docket No. E-04204A-09-0206
Page 1

1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3

4

5

My name is William C. Stewart. I am employed by Ariadair Economics Group as a utility

analyst. My business address is 1020 Fredericksburg Road, Excelsior Springs, Missouri

64024.

6

7 Q. What is the purpose of your Surrebuttal Testimony?

8

9

10

11

The purpose of my Surrebutta l Test imony is  to respond to cer ta in issues ra ised by

Company witness Erdwurm in his Rebuttal Testimony. The issues I address include the

CustoMer Assistance Residential Energy Support ("CARES") program for low-income

customers, CARES Purchased Power and Fuel Adjustment Clause ("PPFAC"), and rate

12 changes.

13

14 Q. Did you revised your Schedules as a result of your analysis and review?

15

16

17

18

19

20

Yes. In my Direct Testimony, I prepared Schedules WCS H-1 through WCS H-4 based

on a gross revenue requirement increase of $7,517,565 as provided by Dr. Fish. Dr. Fish

has modified the gross revenue requirement increase to $7,579,110 in his Surrebuttal

Testimony. Therefore, I have recalculated these Schedules based on the modified gross

revenue requirement and present them as Schedule WCS H-ls, WCS H-ZS, WCS H-3S,

and WCS H-4S attached.

21

22 CARES PROGRAM

23 Q- Does Mr. Erdwurm recommend increasing CARES eligibility from 150 percent to

24 200 percent of poverty level?

25

26

A.

A.

A.

A. In his Direct Testimony at page 3, Mr. Erdwurm recommends "...to expand low-income

assistance programs to households with incomes of up to 200 percent  of pover ty."



I
I

Surrebuttal Testimony of William C. StewaN
Docket No. E-04204A-09-0_06
Page 2

1

2

3

4

5

However, in his Rebuttal Testimony at page 12, Mr. Erdwurm states "expansion of the

program (CARES) could be costly and UNS Electric, Inc. ("UNS Electric", "UNSE" or

"Company") stands by its position that its support of expanded low income programs is

contingent on program costs being fully recovered from other retail customers on a timely

basis." Mr. Erdwurm seems to be backing away from his earlier recommendation.

6

7 Q. What is  Staff's  position with respect to expanding qualification for the CARES

8 program?

9

10

11

12

Staff is not opposed to expanding qualification for the CARES program. However, Staff

believes that before significant expansion of the program is proposed, the structure of any

such expansion should be determined on the basis of consultation between the Company,

Staff, Residential Utility Consumer Office, and any other interested parties.

13

14 CARES PPFAC

15 Q.

16

Does Mr. Erdwurm support your recommendation with respect to CARES

customers' PPFAC charges?

17 No. Staff recommends that the PPFAC rate for CARES customers be frozen at zero

18

19

20

except if a reduction in fuel and purchased power costs results in a negative PPFAC rate.

Mr. Erdwurm argues at page 12 of his Rebuttal Testimony that it is unfair for CARES

customers to enjoy a reduction in the PPFAC if they do not incur increases in the PPFAC

21 rate .

22

23 Q- Do you agree with Mr. Erdwurm's argument with respect to this issue?

24

25

26

No. The purpose of the CARES program is to provide an opportunity for those UNSE

customers who are facing more difficult economic circumstances than their more fortunate

neighbors to obtain electric service. Mr. Erdwurm's objection ignores this fact.

r

A.

A.

A.



Surrebuttal Testimony of William C. Stewart
Docket No. E-04204A-09-0206
Page 3

1

2

RATE CHANGES

Is it clear from proposed rates that the Company is actually requesting an increase inQ-

3 rates?

4 A.

5

6

7

The possibility exists for some confusion as to the actual impact of the Company's request

for a rate increase. The H Schedules provided by the Company showing its current and

proposed rates shows a rate decrease as a result of the Company's rate request as does

Staff" s H Schedules in the Direct Testimony and in this Surrebuttal Testimony.

8

9 Q. What is the cause of the apparent reduction in rates associated with the application

10 for rate relief?

11 A .

12

13

The cause of the apparent reduction is the treatment of the PPFAC. It is common for

electric utilities to reset their PPFAC to zero when they request rate relief and that was

done in this case.

14

15 Q- How did resetting the PPFAC to zero affect the Company's rate structure?

16

17

18

19

20

21

22

23

24

The Company's original PPFAC rate went into effect June 1, 2008 at +l.4746 cents/kWh.

Some of the highest  recorded oil and na tura l gas  costs  occur red a round this  t ime.

Subsequently, energy prices declined significantly. UNS Electric submitted its Annual

Update to its December 31, 2008 PPFAC Report on April 1, 2009. This report indicated

that the PPFAC would be reset to -1.0564 cents/kWh on June l, 2009, for a reduction of

2.5310 cents/kWh. As part of its rate case filing, the Company proposed resetting its

PPFAC to zero. This, in turn, required that the average cents per kph of base rates be

reduced by -1 .0564 cents/kWh. This reduction in base rates offset the resetting of PPFAC

to zero but might give the appearance that the application for a rate increase results in

25 lower rates.

26

A.



Surrebuttal Testimony of William C. Stewart
Docket No. E-04204A-09-0_06
Page 4

1 Q- Would resetting the PPFAC rate to -1.0564 cents/kWh clear up the possible

2 confusion?

3

4

No. Resetting the PPFAC rate to -1 .0564 would require increasing the average kph base

rate by that amount so that the aggregate impact would be the same.

5

6 Q. Does that conclude your Surrebuttal Testimony?

7 Yes.

I

A.

A.

*
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UNS Electric, Inc
Comp of Present and Proposed Rates
TY Ended Dec. 31, 2008

Schedule WCS H-3
Page 4 of 12

Increase
Present Rate Proposed Rate s %

Residential Service
Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWh

PPFAC

$750
$0011255
$0021269
$0077993

$0.01474s

$8.00
$0.016204
$0026218
$0.076207

$0.000000

$0.50
$0.004949
$0.004949

_$0.001786

_$0,014746

6.67%
43.97%
23.27%
-2.29%

-100.00%

Residential Service CARES
Customer Charge
Energy Charge 1st 400 kWh
Energy Charge, all additional kWh
Base Power Supply Charge, all kWh
PPFAC

$7.50
$0.011255
$0.021269
$0077993
$0.014746

$3.50
$0011255
$0.021269
$0.07443B
$0.000000

-$4.00
$0.000000
50000000

-$0.003555
-$0.014746

-5333%
0.00%
0.00%

» 4.56'/o
-100.00%

Residential Time of Use Rates, all kWh

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0.0921B3

Summer Shoulder $0.081803

Summer off-peak $0077183

$0160533

$0076207

$0.055553

$0.06B350

-$0.005596

-$0.021(-330

74. 15%

-6.84%

-28.02%

Winter on-peak

Winter off-peak

$0.080B73

$0065873

$0160533

$0043289

$00l/9660

-50022584

9850%

-3428%

Small General Service

Customer Charge

Energy Charge 1st 400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWh
PPFAC

$12.00

$0.022449
$0.032483
$0075738
$0.014746

$12.50

$0.02B058
$0.038072
$0.074004
$0000000

$0.50

$0005609
$0.005609

-$0001734
_$0_ 014746

4.17%

2499%
17.28%
-2.29%

-10000%

Small General Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on~peak 50090348

Summer Shoulder $0079658

Summer off-peak $007534B

$0138114

$0,074004

$0048114

$0.047766

~$0005654

-$0027234

52.87° /o

-7.10%

-36.14%

Winter on-peak

Winter off-peak

$0.079448

$0.064448

$0438114

$0.039894

$0.058666

-$0024554

73.84%

-38.10%



UNS Electric, Inc
Comp of Present and Proposed Rates
TY Ended Dec. 31, 2008

Schedule WCS H-3
Page 5 of 12

Large General Service

Customer Charge

Demand Charge, per kW

Energy Charge (kwhs)

Base Power Supply Charge, all kWh
PPFAC

$15.50

$10.71

$0.003254

$0057062
$0014745

$16.00

$13.35

$0.003815

50.065786
$0.000000

$0.50

$2.64

$0.0()0561

-$0.001276
-$0.014746

3.23%

24.68%

17.25%

-1.90%
-100.00%

Large General Service Tou
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWh
PPFAC

$20.40
$1071

$00003254
50.067062
50.014746

$20,590
$13.35

$0003815
$0065526
$0000000

$0.50
$2.64

$0.000561
~$0.001536
-$0.014746

2.45%
24.68%
17.25%
-2.29%

_100.00%

Large General Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0.0B2832 $0122421

Summer Shoulder $0.071452 $0,065526

Summer off-peak $0.067832 $0,047421

$0039589

-$0.00592S

-$0.020411

47.79%

-829%

-30.09%

Winter on-peak

Winter off-peak

30.071072

$0.056072

$0.122421

$0033`/03

$0.051349

-$0,022369

72.25%

-39.89%

Large Power Service (<69KV)

Customer Charge

Demand Charge, per kW

Energy Charge (kWhs)
Base Power Supply Charge, all kWh
PPFAC

$36500

$17.90
$0.000000
$0.053260
$D. 014746

$37200

$21 .22

($00000000)
$0.052040
$0000000

$7.00

$3.33

$0.00D000
~$0001220
-$0014746

1.92%

18.59%

0.00%
-229%

-100.00%

Large Power Service (>69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWh
PPFAC

$40000
$11 .61

$0000000
$0.053260
$0014746

$40700
$1493

($0,000000)
$0052040
$0000D000

$7.00
$332

$0,000000
_$0001220
_$0.014746

1.75%
0.00%
0.00%

-2.29%
100.00%

Large Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0070170

Summer Shoulder $0058180

Summer off-peak $00055170

$O. 100000

$00052040

$0.040000

$0.029830

-$0.006140

-$0.015170

42.51 %

-10.55%

-2750%

Winter on-peak

Winter off-peak

$0058170

50.043170

$0_ 100000

$002798e

$0.041830

-$0015184

71,91%

-35.17%
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UNS Electric, inc
Comp of Present and Proposed Rates
TY Ended Dec 31, 2008

Schedule WCS H-3
Page 6 of 12

Interruptible Power Service

Customer Charge

Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWh
PPFAC

$15.50

$3.40

$0.014800
$0.055491
$0.014746

$16.00

$4.66
$0.016091
$00054220
50.000000

$0.50

$1 .26

$0.001291
-$0.0012l/1
-$001474€

323%

37.17%

8.72%
-2.29%

-10000%

:re

Interruptible Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

SUMmer on-peak $0.071861

Summer Shoulder $0.059691

Summer off-peak $0056861

$0. 102904

50.054220

$0.042904

$0.031043

-$0.005471

-$0.013957

43.20%

-9.17%

-24.55%

Winter on-peak

Winter off-pea k

$0059411

$0044411

$O. 102904

$00027l/72

$0.043493

_$0.016639

73.21%
-37,4/%

Lighting Dusk to Dawn
New 30' Wood Pole (Class 6) - Overhead
New 30' Metal or Fiberglass - Overhead
Existing Wood Pole - Underground
New 30' Wood Pole (Class 6) - Underground
New 30' Metal or Fiberglass - Underground
Wattage, per Watt
Lighting Base Power Supply Charge, per Watt

5412
$8.26
$2.06
$6.20

$10.32
$0.046577
$0,007818

$4.35
$8.72
$2.18
$6.54

$10.90
$0.048736
$0007639

$0.23
$0.46
$0.12
$0.35
$0.58

$0.002159
-$0.000179

5.61%
551%
5.62%
5.62%
5.62%
4.63%
-2.29%



UNS Electric, Inc
Average Bill Rates
Present and Proposed Rates
TY Ended Dec. 31, 2008

Schedule WCS H-4
Page 7 of 12

Residential Service
Customer Charge
Energy Charge 1st 400 kwhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWhs
PPFAC

Present
$7.50

$0011255
$0.0212e9
$0.077993
$0.014746

Proposed
$8.00

$0.016204
$0.026218
50.076207
50.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

50 -0.62%

100 -2.29%

200 -6.42%

400 ~B.42%

600 -897%

800 » 9.26%

-9.43%

-9.79%

$12.70

$17.90

$28.30

$49.10

$71.90

$94.70

$117.50

$231 .51

$28851

$57353

-9.86%

1 ,too

2,000

2,500

5,000

10,000

-10.01%

$1,143,57

$12.62

$1724

$26.48

$44.96

$55.45

$85.93

$106.42

$208.84

$260.06

$51512

$1 ,02824

($0.08)

($0.41)

($1 .82)

($4.13)

($6.45)

($8.77)

($11 08)

($22.67)

($28.45)

($57.41)

($115.33) -10.09%

Residential Service CARES
Customer Charge
Energy Charge 1st 400 kWh
Energy Charge, all additional kwhs
Base Power Supply Charge, all kWhs
PPFAC

Present
$7.50

$0.011255
$00021269
$0,077993
$0.01474s

Proposed
$3.50

$0.011255
$0.021269
$0,074438
$0.000000

Discounts:
0-300 kph
301-600 kph
601-1000 kph
1001 + kph

30.0%
20.0%
10.0%
$B,00

Average Sales per Month
0

Total Bill
Present Rate

$5.25

Total Bill
Proposed Rate

$2.45

Proposed
Increase

$
($2.80)

Proposed
Increase

%
-53.33%

50 -38.70%

100 ~32.57%

200 -27.07%

400 -23.06%

600

$5.45

$845

$1445

$30.22

$45.53 » 20.84%

800 -18.68%

-18.98%

~1B.17%

-17.74%

1 ,000

2,000

2,500

5,000

10,000

$8.a9

$12.53

$1931

$39.28

$57.52

$85.23

$105.75

$22351

$280.51

$565.53

$1 , 135,57

-16,89%

$68.45

$85.68

$182.91

$230.76

$470.03

$948.56

($3.44)

($408)

($5.36)

(5906)

($11 .Sal

($1678)

($20.07)

($4060)

($49.75)

($95.51)

($187,01 ) ~16.47%
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UNS Elecirie, Inc
Average Bill Rates
Present and Proposed Rates
TY Ended Dec. 31, 2008

Schedule WCS H-4
Page 8 of 12

Residential Service Time-of-Use Summer
Customer Charge
Energy Charge 1st 400 kwhs
Energy Charge, all additional kWh
Base Power Supply Charge

On-Peak, all kWhs
Shoulder-Peak, all kWhs
Off-Peak, all kWhs

PPFAC

Present
$7.50

$0.01 1255
$0.021269

ProDosed
$8.00

$0.01e204
$00026218

Assume:
On Peak Usage:
Shoulder-Peak Usage:
Off-Peak Usage:

16.6%
15.4%
67.9%

$0.092183
$0.081803
$0.077183
$0.Q14745

$0. 160533
$0076207
$0.055553
$0000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$800

Proposed
Increase

$
$0.50

Proposed
increase

%
6.67%

50 $12.82 $12.62 -1 .55%

100 $1814 $17.24 -4.95%

200 $28.78 $26.48 -7.98%

400 $5005 $44.96 -10.17%

500 $73.34 $65.45 -10.76%

800 $9662 $B594 -11.06%

1 .000 $119.90 $108.42 -11.24%

2,000 $23631 $20885 .1162%

2,500 $294.51 $260.06 -1170%

5,000 $58553 $51512 -11,85%

10,000 $1 _16756 $11028.25

($0.20)

($0.90)

($2.30)

($509)

($7.89)

($1068)

($13.48)

($27.45)

($34.45)

($6940)

($139.31) -1193%

Assumed
On Peak Usage; 281%

Present
$750

$0.011255
$0.0212B9

Proposed
$800

$00018204
$0 026218 Off» Peak Usage: 718%

Residential Service Time-of-Use Winter
Customer Charge
Energy Charge 1st 400 kwhs
Energy Charge, all additional kWh
Base Power Supply Charge

On-Peak, all kWhs
Shoulder-Peak, all kWhs
Off-Peak, all kwhs

PPFAC

80.080873 $0.160533

$00065873
$00014746

$0.043289
$0.000000

Average Sales per Month
0

Total Be
Present Rate

$750

Total Bill
Proposed Rate

$8.00

Proposed
Increase

5
$0.50

Proposed
Increase

%
6.67%

50 $1230 $12.62 $0.32 2.57%

100 $1741 $1724 $0115 0.77%

200 $26.72 $26.4B -088%

400 $45.93 $4496 -2.11%

600 $6715 $6545 -2.54%

800 $8837 $8593 ~2.76%

$10959 $106.42 -2.90%1 ,000

2,000 $21569 $20884 -3.18%

2,500 $268.74 $260005 -3.23%

5,00o $53399 $516.10 -3.35%

10,000 $1 ,06448 $1.028.21

($0.24)

($0.97)

($1 .71 )

($2.44)

($3.18)

($6f85)

($86g)

($17.89)

($36227) -3.41%
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UNS Electric, inc
Average Bill Rates
Present and Proposed Rates
TY Ended Dec. 31, 2008

Schedule WCS H-4
Page 9 of 12

Small General Service
Customer Charge
Energy Charge 1sl 400 kwhs
Energy Charge, all additional kWh
Base Power Supply Charge, all kWh
PPFAC

Present
$12 00

$0.022449
$0.032463
$0.075738
$0.014746

Proposed
$12.50

$0.028058
$0038072
$0.074004
$0000000

Average Sales per Month
50

Total Bill
Present Rate

$17.65

Total Bill
Proposed Rate

$17.60

Proposed
Increase

$
($0.04)

Proposed
Increase

%
-0.25%

100 $23.29 $22.71 -2.52%

250 -5.51%

500

$3802

$6453 -7.10%

$40.23

$6947

$13094

$253.89

$120.57 -7.92%

-8.37%

$43881 -8.57%

$62273 -865%

-8.74%

1 ,000

2,000

3,500

5,000

10,000

30,000

50,000

-881%

$1237.46

$3,695.40

$6,155.34

$23255

$40076

$56887

$1 . 12925

$3,370.77

$551229

($0.59)

($222)

(5494)

(51037)

($21 .24)

($37.55)

($53.56)

($10B21 )

($32553)

($543006) -B.B2%

Large General Service Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWh)
Base Power Supply Charge, all kWhs
PPFAC

Present
$15.50
$10.71

$0.003254
$0.067062
$0.014746

Proposed
$1600
$1385

$00003815
$0065l/86
$00000000

Assumes
Load Factor = 55.0%

Average Sales per Month
5,000

Total Bil\
Present Rate

$574.18

Total Bill
Proposed Rate

$530.29

Proposed
Increase

$
($43.89)

Proposed
Increase

%
~7.64%

-7,79%

-7.88%

-7.91%

-7.93%

51.13237

$2,80892

$5.602,35

$11 ,189.20

$22,362.89

$33,536.59

-7.94%

-7.94%

-7.94%

-7.94%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

600,000

$44,710.29

$55_883,98

$67,057.68

$1 ,044.59

$2,587.47

$5,158.94

$10,301 .88

$20,587.76

$30.873.64

$41 .159.52

$51 ,445.41

$61 ,731 .29

($88.28)

($221 45)

($443.41 )

(5887.32)

($1 ,775.13)

($2,662.95)

($3,550.76)

($4,438.58)

($5,326.40) .7.94%
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UNS Electric, Inc
Average Bill Rates
Present and Proposed Rates
TY Ended Dec. 31, 2008

Schedule WCS H-4
Page 10 of 12

Large General Service TOU
Customer Charge
Demand Charge, per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kWh
PPFAC

Present
$20.40
$10.71

$00003254
$0.067062
$0.0'147/6

Proposed
$20.90
$13.35

$0.003815
$D.065526
$0.000000

Assumes
Load Factor 55.0%

Average Sales per Month
5,000

Total Bill
Present Rate

$572.42

Total Bill
Proposed Rate

$525.58

Proposed
Increase

$
($46.83)

Proposed
Increase

%
-8. 18%

-8.37%

-8.49%

-853%

-855%

-8.56%

-8.57%

-857%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

600,000

$1 .030,2B

$2,54431

$5,067.72

$10.114.53

$20.20816

$30,301 .80

$40,395.43

$50,489,06

$60,58269

-8.57%

$1 ,124.43

$2,780.48

$5,540.56

$11,060.72

$22,101 .04

$33,141 .37

$44,181.69

$55.222.01

$56,282.33

($94.17)

($23617)

($472.85)

($946.t9)

($1 ,892.88)

($2,839.57)

($3,786,2B)

($4,732.95)

($5,679.64) ~857%

Assumes maximum peak period demand is 5% lower than maximum demand in non-peak period.

Large Power Service (<69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kwhs
PPFAC

Present
$365.00
$17.90

$0.000000
$0.053260
$0.014746

Proposed
$372.00
$21 .22

($0.000000)
$00052040
$0.000000

Assumes
Load Factor = 65.0%

Average Sales per Month
300,000

Total Bill
Present Rate

$32,081

Total Bill
Proposed Rate

$29.401

Proposed
Increase

s
($2,6B0)

Proposed
Increase

%
_8.35%

-8.39%

-8.42%

-8.43%

-8.43%

-8.45%

-8.45%

$47,939

$69.083

$90,226

$100,798

$158,944

$185,374

$211,804

$264,663

-8.45%

450,000

650,000

850,000

950,000

1 ,500,000

1 ,750,000

2,000,000

2.500,000

$43,916

$63,268

$82,621

$92,297

$145,517

$169,708

$193,899

$242,280

($4,023)

($5,814)

($7,606)

($B,501)

($13,427)

($15,666)

($17,905)

($22,383) -846%
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UNS Electric, Inc
Average Bill Rates
Present and Proposed Rates
TY Ended Dec. 31, 2008

Schedule WCS H-4
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Large Power Service (>69KV) Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$40000
$11 ,61

$0.000000
$0.053260
$0.014746

Proposed
$407.00
$14.93

($0000000)
$0.052040
$0.000000

Assumes
Load Factor = 70.0%

Average Sales per Month
300,000

Total Bill
Present Rate
$27.617.85

Total Bill
Proposed Rate

$24_784.33

Proposed
Increase

$
($2,834)

Proposed
Increase

%
-10.26%

40.32%

-10.35%

-10.37%

-10.38%

-10.40%

-10.41%

450,000

650,000

850,000

950,000

1 ,500.000

1 ,750,000

2.000000

2,500,000

$41 ,22677

$59,372.00

$77,517.23

$86_58985

$136,459,23

$159.170,77

$181 ,85231

$227,215.39

$35,97299

55322455

$69.476.10

$77.601 B7

$12229364

$142,508.08

$162.922,52

$203.551.41

-10.41%

($4,254)

($6_147)

($8.041)

($B,988)

($14,196)

(515,563)

($1B,930)

($23,664) -1041%

Interruptible Power Service Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWh
PPFAC

Present

$1550
$3.40

$00014B00
$0.055491
$0.014746

ProDosed

$1500
$4.65

$()0016091
$0.054220
$()0000000

50 Assumes
Load Factor = 550%

Average Sales per Month
10,001

Total Bill
Present Rate

$950.65

Total Bill
Proposed Rate

$835.35

Proposed
Increase

s
(511529)

Proposed
Increase

%
-12. 13%

-1221%

-12.25%

-1230%

-12.33%

_12.35%

-12.36%

15,000

20,000

30,000

50,000

75,000

100,000

125,000

150,000

$1 .418.08

$1 .88560

$2,820.66

$4,690.76

$102889

$9,366.02

$1170366

$14,041 .2g

$1244.90

$1 ,65454

$2,473.81

$4,112.34

$6.160.51

$820868

$10,256.85

$12.30503

42.36%

($173.18)

($231 .07)

($34685)

($575.42)

($867.88)

(so ,157.34)

($1 ,446.80)

($113626) -12.37%
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UNS Electric, Inc
Average Bi\I Rates
Present and Proposed Rates
TY Ended Dec. 31, 2008

Schedule WCS H-4
Page 12 of 12

Proposed

Proposed
lnerease

$

Proposed
Increase

%
Lighting Dusk to Dawn Delivery Charges
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

Present
Overhead Service

$4. 12
$826

$4.35
$8.72

$0.23
$0,445

5.61%
5.61%

Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

Underground Service
$206
$6.20
$1082

$2.18
$5.54
$1090

$042
$0.35
$0.58

5.62%
552%
5.62%

Per Watt $0.046577 $00048736 $00022 4.63%

Lighting Base Power Supply Charge, per Watt $0.007818 $000764

PPFAC $0.014746 $0.D00000

100 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$4.67
$8.79
$12.92

$5.84
$999
$14.36

$0.97
$1.20
$1.44

20.83%
13.69%
11.11%

100 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Meta! or Fiberglass

$6.73
$1088
$14,983

$7.82
$1218
$1653

$109
$1,32
5155

16.17%
12.15%
10.35%

200 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class G)
New 30' Metal or Fiberglass

$9.32
$13.44
$17.57

$11 27
$15.63
$20.00

$196
$2.19
$2,42

21.04%
1630%
1379%

200 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$12534
$17.07
$1953

$13.45
$17B2
$22.17

$0.51
$0.74
$2.54

3.95%
4.36%
12.93%

400 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$21 .76
$25.88
530102

$2255
$26.90
$31 27

$079
$1.02
$126

3.84%
395%
4.18%

400 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$2382
$27.95
$32.08

$2413
$2909
$33.45

$091
$1.14
$137

3.81%
4.08%
4.27%
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EXECUTIVE SUMMARY
UNS ELECTRIC, INC.

DOCKET NO. E-04204A-09-0206

My direct testimony provides my estimate of the cost of capital for UNS Electric, Inc.
("UNS Electric"). My cost of capital recommendation is as follows:

Long-term Debt
Common Equity
Total Capital

Percent
54.24%
45.76%
100.00%

Cost
7.05%

9.5 - 10.5%

Return
3.82%

4.35 .- 4.80%
8.17 - 8.63%
8.40% Mid-point

The only difference between my 8.40 percent recommendation and the 9.04 percent cost
of capital request of UNS Electric is the cost of common equity .- I propose a cost of equity of
10.0 percent and UNS Electric requests a cost of equity of l l .4 percent,

My 10.0 percent cost of common equity is derived from my application of three cost of
equity models 3

Discounted Flow
Capital Asset Pricing Model
Comparable Earnings

9.4
7.6
9.5

10.1%
8.3%
10.5%

My 10.0 percent cost of equity recommendation is the same level of return that the
Commission approved for UNS Electric in the Company's last rate proceeding.

In addition, my direct testimony addresses the Fair Value Rate of Return ("FVROR")
which should be applied to the Fair Value Rate Base of UNS Electric. I recommend two
alternative FVROR values for UNS Electric - a 5.65 percent value using a zero percent return on
the Fair Value Increment (differential between Fair Value Rate Base and Original Cost Rate
Base) and 5.99 percent value using a 1.50 percent inflation-adjusted risk-free return.
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1

2

1.

Q.

INTRODUCTION

PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS ADDRESS.

3 My name is  David C.  Parcell. I am President  and Senior  Economist  of Technical

Associates, Inc. My business address is Suite 601, 1051 East Cary Street, Richmond,

Virginia 23219.

7 Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND

PROFESSIONAL EXPERIENCE.

9 I hold B.A. (1969) and MA. (1970) degrees in economics from Virginia Polytechnic

Inst itute and Sta te University (Virginia  Tech) and a  M.B.A.  (1985) from Virginia

Commonwealth University. I  ha ve been a  consu l t ing economis t  with T echnica l

Associates since 1970. I have provided cost  of capita l test imony in public ut ility

ratemaking proceedings, dating back to 1972. In connection with this, I have previously

filed tes t imony and/or  tes t if ied in about  450 ut ility proceedings  before about  50

regulatory agencies in the United States and Canada.  Attachment l provides a  more

complete description of my education and relevant work experience.

18

19

Q- WHAT IS THE PURPCSE OF YOUR TESTIMONY IN THIS PROCEEDING?

A.

A.

A. I have been retained by the Utilities Division Staff to evaluate the cost of capital aspects

of the current filing of UNS Electr ic,  Inc.  ("UNS Electr ic" or  "Company"). I have

performed independent studies and am making recommendations of the current cost of

capital for UNS Electric. In addition, since UNS Electric is a subsidiary of UniSource

Energy Corporation ("UniSource"), I have also evaluated UniSource in my analyses.
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1 Q- HAVE YOU PREPARED AN EXHIBIT IN SUPPORT OF YOUR TESTIMONY?

2 Yes, I have prepared one exhibit,  made up of 14 Schedules,  identified as Schedule 1

through Schedule 14. T hese Schedules  were prepa red either  by me or  under  my

direction. .  The information contained in these schedules is correct to the best of my

knowledge and belief.

7

8

9

11.

Q.

RECOMMENDATIONS AND SUMMARY

WHAT ARE YOUR RECOMMENDATIONS IN THIS PROCEEDING?

My overall cost of capital recommendations for UNS Electric are:

Long-Term Debt
Common Equity

Total

Percent
54.24%
45.76%

100.00%

Cost
7.05%

9.5-10.5%

Return
3.82%

4.35-4.80%
8.17-8.63%

8.40%
with 10.0% ROE

UNS Electr ic's application requests a  return on common equity of 11.4 percent and

overall rate of return of 9.04 percent. I propose a return on common equity of 10.0

percent and an overall rate of return of 8.40 percent.

20 Q. PLEASE SUMMARIZE YOUR COST

CONCLUSIONS FOR UNS ELECTRIC.

ANALYSES AND RELATED

22

A.

A.

A. This proceeding is concerned with UNS Electric's regulated electric utility operations in

Arizona. My analyses are concerned with the Company's total cost of capital. The first

step in performing an analysis of the Company's cost of capital is the development of the

appropriate capital structure. UNS Electric's proposed capital structure is comprised of
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45.76 percent common equity and 54.24 percent long-term debt. This capital structure is

the December 31, 2008 adjusted test period capital structure of the Company. I also use

this same capital structure in my cost of capital analyses.

The second step in a cost of capital calculation is a determination of the embedded cost

rate of debt. UNS Electric's application uses a cost rate of 7.05 percent, which reflects

the Company's cost at December 31, 2008. I have used the same rate for this item as is

proposed by the Company.

The third step in the cost of capital calculation is the estimation of the cost of common

equity. I have employed three recognized methodologies to estimate the cost of equity

for UNS Electric. Each of these methodologies is applied to two groups of proxy

utilities. These three methodologies and my findings are:

Methodology
Discounted Cash Flow
Capital Asset Pricing Model
Comparable Earnings

Range
9.4-10.1%
7.6-8.3%

9.5-10.5%

Based upon these findings, I conclude that the cost of common equity for UNS Electric is

within a range of 9.5 percent to 10.5 percent. I recommend the mid-point of my cost of

equity range (10.0 percent), which is the same cost of equity approved by the

Commission in UNS Electric's last rate case. There is no indication that UNS Electric's

level of risk has increased since the last proceeding. In addition, there are indications that

capital costs have declined since the last case. Finally, the current economic recession

should have the effect of lowering the cost of equity, because of a decline in profit levels

and growth rates throughout the economy. In any event, the impact of depressed
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economic cir cumstances  has  nega t ive effects  on a ll  of  UNS Elect r ic 's  cus tomers

(residential, commercial, and industrial) - there is no justification for increasing UNS

Electric's profit level at the same time that virtually all of its customers are suffering

from lower incomes/profits.

Combining these three steps into a weighted cost of capital results in an overall rate of

return range of 8.17 percent to 8.63 percent.  My recommended 10.0 percent cost of

equity results in an overall cost of capital of 8.40 percent.

10 111. ECONOMIC/LEGAL PRINCIPLES AND METHODOLOGIES

11 Q. WHAT ARE THE PRIMARY ECONOMIC AND LEGAL PRINCIPLES THAT

ESTABLISH THE STANDARDS FOR DETERMINING A FAIR RATE OF

RETURN FOR A REGULATED UTILITY?

14 Public ut ility ra tes are normally established in a  manner  designed to a llow for  the

recovery of their costs, including capital costs. This is frequently referred to as "cost of

service" ratemaldng. Rates for regulated public utilities traditionally have been primarily

established using the "rate base - rate of return" concept. Under this method utilities are

a llowed to recover  a  level of opera t ing expenses,  taxes,  and deprecia t ion deemed

reasonable for rate-setting purposes, and are granted an opportunity to earn a fair rate of

r eturn on the a ssets  used and useful ( i.e.,  ra te base) in providing service to their

customers.

A.

The rate base is derived from die asset side of the utility's balance sheet as a dollar

amount and the rate of return is developed from the liabilities/owners' equity side of the
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balance sheet as a percentage. The revenue impact of the cost of capital is thus derived

by multiplying the rate base by the rate of return (including income taxes).

The rate of return is developed from the cost of capital, which is estimated by weighting

the capital structure components (i.e., debt, preferred stock, and common equity) by their

percentages in the capital structure and multiplying these by their cost rates. This is also

known as the weighted cost of capital.

Technically, "fair rate of return" is a legal and accounting concept that refers to an ex

post (after the fact) earned return on an asset base, while the cost of capital is an

economic and financial concept which refers to an ex ante (before the fact) expected or

required return on a liability base. In regulatory proceedings, however, the two terms are

often used interchangeably, as I have done in my testimony.

From an economic standpoint, a fair rate of return is normally interpreted to mean that an

efficient and economically managed utility will be able to maintain its financial integrity,

establish comparable returnsattract capital, and

concepts are derived from economic and financial theory and are generally implemented

for similar risk investments. These

using financial models and economic concepts.

Although I am not a lawyer and I do not offer a legal opinion, my testimony is based on

my understanding that two United States Supreme Court decisions provide the main

standards for a fair rate of return. The first decision is Bluefield Water Works and

Improvement Co. v. Public Serf. Colnln'n of West Virginia, 262 U.S. 679 (1923). In this

decision, the Court stated:
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"What annual rate will constitute just compensation depends upon many
circumstances and must be determined by the exercise of fair and
enlightened judgment, having regard to all relevant facts. A public
utility is entitled to such rates as will permit it to earn a return on the
value of the property which it employs for the convenience of the public
equal to that generally being made at the same time and in the same
general part of the country on investments in other business
undertakings which are attended by corresponding risks and
uncertainties, but it has no constitutional right to profits such as are
realized or anticipated in highly profitable enterprises or speculative
ventures. The return should be reasonably sufficient to assure
confidence in the financial soundness of the utility, and should be
adequate, under efficient and economical management, to maintain and
support its credit and enable it to raise the money necessary for the
proper discharge of its public duties. A rate of return may be reasonable at
one time, and become too high or too low by changes affecting
oppormnities for investment, the money market, and business conditions
generally". [Emphasis added.]

It is my understanding that the Bluefield decision established the following standards for

a fair rate of return: comparable earnings, financial integrity, and capital attraction. It

also noted the changing level of required returns over time as well as an underlying

assumption that the utility be operated in an efficient manner.

The second decision is Federal Power Comm'n v. Hope Natural Gas Co., 320 U.S. 591

(1942). In that decision, the Court stated:

"The rate-maddng process under the [Natural Gas] Act, i.e., the fixing of
'just and reasonable' rates, involves a balancing of the investor and
consumer interests .... From the investor or company point of view it is
important that there be enough revenue not only for operating expenses
but also for the capital costs of the business. These include service on the
debt and dividends on the stock. By that standard the return to the equity
owner should be commensurate with returns on investments in other
enterprises having corresponding risks. That return, moreover, should
be sufficient to assure confidence in the financial integrity of the
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enterprise, so as to maintain its credit and to attract capital."
[Emphasis added.]

The Hope case is also frequently credited with establishing the "end result" doctrine,

which maintains that the methods utilized to develop a fair return are not important as

long as the end result is reasonable.

The three economic and financial parameters in the Bluefield and Hope decisions -

comparable earnings, financial integrity, and capital attraction - reflect the economic

criteria encompassed in the "opportunity cost" principle of economics. The opportunity

cost principle provides that a utility and its investors should be afforded an opportunity

(not a guarantee) to earn a return commensurate with returns they could expect to achieve

on investments of similar risk. The opportunity cost principle is consistent with the

fundamental premise, on which regulation rests, namely, that it is intended to act as a

surrogate for competition.

I understand that because Arizona is a "Fair Value" state, Hope and Bluefield do not set

forth the legal requirements applicable to determining fair rate of return in Arizona. In

Simms v. Round Valley Light & Power Company, 294 P.2d 378 (1956) the Arizona

Supreme Court took exception to application of the following principle in Arizona since

the Constitution mandates consideration of fair value:

"In the Hope case the court, in testing the reasonableness of rates fixed by
the Federal Power Commission under the Natural Gas Act, 15 U.S.C.A.
Section 717 et seq., after holding that congress had provided no formula
by which just and reasonable rates were to be determined, ruled that it was
the final result reached and not the method used in reaching the result that
was controlling and that it was unimportant to 'determine the various
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permissible ways in which any rate base on which the return is computed
might be arrived at."

My testimony does not advocate that the Commission ignore the Simms holding in this

regard, or the fair value of UNS Electric's property, which it is required to consider under

Article 15, Section of the Arizona Constitution. Randier, I find the Hope and Bluefield

decisions can be helpful in their discussion of comparable earnings, financial integrity

and capital attraction. I note that UNS Electric Witness Pritz also cites the Hope and

Bluefield cases as guidelines for evaluating the cost of capital for the Company.

10 Q. HOW CAN THESE PARAMETERS BE EMPLOYED TO ESTIMATE THE COST

OF CAPITAL FOR A UTILITY?

12 Neither the courts nor economic/financial theory have developed exact and mechanical

procedures for precisely determining the cost of capital. This is the case because the cost

of capital is an opportunity cost and is prospective-Iooldng, which dictates that it must be

estimated.

A.

There are several useful models that can be employed to assist in estimating the cost of

equity capital, which is the capital structure item that is the most difficult to determine.

T hese include the Discounted Cash F low ("DCF"),  Capita l  Asset  P r icing Model

("CAPM"), Comparable Earnings ("CE") and Risk Premium ("RP") methods. Each of

these methods (or models) differs from the others and each, if properly employed, can be

a useful tool in estimating the cost of common equity for a regulated utility.
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1 Q- WHICH METHODS HAVE YOU EMPLOYED IN YOUR ANALYSES OFTHE

COST OF COMMON EQUITY IN THIS PROCEEDING?

3 I have utilized three methodologies to determine UNS Electric's cost Of common equity:

the DCF, CAPM, and CE methods. I have not employed a RP model in my analyses

although, as I indicate later, my CAPM analysis is a form of the RP methodology. Each

of these methodologies will be described in more detail in my testimony that follows.

8

9

Iv.

Q-

GENERAL ECONOMIC CONDITIONS

ARE ECONOMIC AND FINANCIAL CONDITIONS IMPORTANT IN

DETERMINING THE COST OF CAPITAL FOR UNS ELECTRIC?

11 Yes. The costs of capital for both fixed-cost (debt and preferred stock) components and

for common equity, are determined in part by current and prospective economic and

financial conditions. At any given time, each of the following factors has an influence on

the costs of capital: the level of economic activity (i.e., growth rate of the economy), the

stage of the business cycle (i.e., recession, expansion, or transition), the level of inflation,

and expected economic conditions. My understanding is that this position is consistent

with the Blue field decision, where the Court noted: "[a] rate of return may be reasonable

at one time, and become too high or too low by changes affecting opportunities for

investment, the money market, and business conditions generally."

21 Q- WHAT INDICATORS OF ECONOMIC AND FINANCIAL ACTIVITY HAVE

YOU EVALUATED IN YOUR ANALYSES?

23

A.

A.

A. I have examined several sets of economic statistics from 1975 to the present. I chose this

time period because it permits the evaluation of economic conditions over three full

business cycles, plus the current cycle to date, allowing for an assessment of changes in
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long-term trends. This period also approximates the beginning and continuation of active

rate case activities by public utilities.

A business cycle is commonly defined as a complete period of expansion (recovery and

growth) and contraction (recession). A iiull business cycle is a useful and convenient

period over which to measure levels and trends in long-term capital costs because it

incorporates the cyclical (i.e. ,  stage of business cycle) influences and thus permits a

comparison of structural (or long-term) trends.

10 Q. PLEASE DESCRIBE THE TIMEFRAME OF THE THREE PRIOR BUSINESS

CYCLES AND THE MOST RECENT CYCLE.

12 The three prior complete cycles and most recent cycle cover the following periods:

Business Cycle
1975-1982
1982-1991
1991-2001
2001-2009

Expansion Cycle
Mar. 1975-July 1981
Nov. 1982-July 1990
Apr. 1991-Mar. 2001
Dec. 2001-Nov. 2007

Contraction Period
Aug. 1981-0ct. 1982
Aug. 1990-Mar. 1991
Apr. 2001-Nov. 2001
Dec. 2007-Aug. 2009 '?

Source: National Bureau of Economic, Research, "Business Cycle Expansions and Contractions."

19 Q. DO YOU HAVE ANY GENERAL OBSERVATIONS CONCERNING THE

RECENT TRENDS IN ECONOMIC CONDITIONS AND THEIR IMPACT ON

CAPITAL COSTS OVER THIS BROAD PERIOD?

22 A.

A.

Yes, I do. As I will describe below, until the end of 2007, the U.S. economy had enjoyed

general prosperity and stability over the period since the early 1980s. This period had

been character ized by longer  economic expansions ,  r ela t ively tame contract ions ,

relatively low and declining IMation, and declining interest rates and other capital costs.
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Over the past two years, on the other hand, the economy declined significantly, initially

as a result of the 2007 collapse of the "sub-prime" mortgage market and the related

liquidity crises in the financial sector of the economy. Subsequently, this financial crisis

intensified with a more broad-based decline, initially based on a substantial increase in

petroleum prices and a dramatic decline in the U.S. financial sector, culminating with the

collapse and/or bailouts of a significant number of venerable institutions such as Bear

Stearns, Lehman Brothers, Merrill Lynch, Freddie Mac, Fannie Mae, AIG and Wachovia.

The recession also witnessed the demise of national entities, such as Circuit City, and the

declared bankruptcy of automotive manufacturers, such as Chrysler and General Motors.

This crisis has been described as the worst financial crisis since the Great Depression and

has been referred to as the "Great Recession." The U.S. and other governments have

been and remain in the process of implementing unprecedented actions to attempt to

correct or minimize its scope and effects.

There is a universal acceptance that the economy has been in a serious recession. The

impacts of a severe recession on cost of capital is characterized by lower utility growth

and declining capital costs due to a decline in corporate profits and expected earnings

growth. Clearly, this is not an environment in which it is sensible or appropriate to

increase the profitability of a regulated company such as UNS Electric.

It appears that the recession has reached its low point and that the economy may soon

begin to expand again. However, the length and severity of the recession, as well as an

anticipated relatively slow recovery, implies that the impacts of the recession will be felt

for an extended period of time.
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1 Q. PLEASE DESCRIBE RECENT AND CURRENT ECONGMIC AND FINANCIAL

conditions AND THEIR IMPACT ON THE COSTS OFCAPITAL.

3 My Schedule 2 shows several sets of relevant economic data for the time periods cited

above: pages l and 2 contain general macroeconomic statist ics,  pages 3 and 4 show

interest rates, and pages 5 and 6 contain financial market statistics.

Pages 1 and 2 show that the U.S. economy ended 2007 as the sixth year of an economic

expansion but, as indicated previously, it was then entering a decline. This is indicated

by the growth in real (i.e. ,  adjusted for inflation) Gross Domestic Product ("GDP"),

industrial production, and the increase in the unemployment rate,  which is currently

approaching 10 percent on a national basis.

The rate of inflation is also shown on pages 1 and 2. As is reflected in the Consumer

Price Index ("CPI"),  for  example,  inflation rose significantly during the 1975-1982

business cycle,  and reached double-digit levels in 1979-1980. The rate of inflation

declined substantially in 1981, and remained at or below 6.1 percent during the 1983-

1991 business cycle. Since 1991, the CPI has been 4.1 percent or lower. The 0.1 percent

rate of inflation in 2008 was the lowest level of the past thirty years. This is indicative of

virtually no inflation, which should also be reflective of lower capital costs.

21 Q. WHAT HAVE BEEN THE TRENDS IN INTEREST RATES OVER THIS TIME

PERIOD?

23

A.

A. Pages 3 and 4 show several series of interest rates. Rates rose sharply to record levels in

1975-1981 when the inflation rate was high and generally rising. Interest rates declined

substantially in conjunction with inflation rates during the remainder of the 1980s and
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throughout the 1990s. Interest rates declined even further from 2000-2005 and generally

recorded their lowest levels since the 1960s.

During the past several years and up until the later half of 2008, long-term interest rates

remained low by historic standards. Most recently, the Federal Reserve has lowered the

Federal Funds rate (i.e., short-term rate) on several occasions, currently it is 0.25 percent,

an all-time low. The fourth quarter of 2008 and first quarter of 2009 experienced a

pronounced decline in short-tenn rates and long-term U.S. Treasury Securities yields and

an increase in corporate bond yields, creating a "spread" between government and

corporate bond yields unprecedented in recent financial history. This reflects the "flight

to safety" I have mentioned.

On the other hand, I note that there is recent evidence that investors appear to have an

appetite for accepting some risk again, as stock prices have improved and there has been

a tightening in spreads between corporate debt vs. U.S. Treasury debt, Utility bond

yields in August arid September are, in fact, lower than those in mid-2008 prior to the

financial crisis.

19 Q. WHAT DOES THIS EXHIBIT SHOW FOR THE TRENDS IN COMMON SHARE

PRICES?

21 A. Pages 5 and 6 show several series of common stock prices and ratios. These ratios

indicate that share prices were essentially stagnant during the high inflation/interest rate

environment of the late 1970s and early 1980s.

business cycle and the most recent cycles witnessed a significant upward trend in stock

prices. Since the beginning of the current financial crisis, on the other hand, stock prices

On the other hand, the 1983-1991
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declined precipitously and have been very volatile. Stock prices in 2008 and early 2009

were down significantly from 2007 levels, reflecting the financial/economic crises.

Beginning in the second quarter of 2009, prices have recovered somewhat but still remain

well below the levels prevailing prior to the current recession.

6 Q- WHAT CONCLUSIONS SHOULD THE COMMISSION DRAW FROM YOUR

DISCUSSION OF ECONOMIC AND FINANCIAL CONDITIONS DEPICTED IN

YOUR DATA?

9 It is apparent that recent economic and/or financial circumstances have been radically

different from any that have prevailed since at least the 193 Os. The recent deterioration in

stock prices and the decline in U.S. Treasury bond yields, and the increase in corporate

bond yields reflected the "flight to safety," describes the reluctance of investors to

purchase common stocks and corporate bonds while moving their money into the very

safe government bonds. On the other side of this flight to safety is the negative

perceptions of the recent decline, which has significantly reduced the value of most

retirement accounts, investment portfolios and other assets, i.e., a decline in investor

expectations of returns, including stock returns.

19 Q. GIVEN THE RECENT UNCERTAINTY IN THE CAPITAL MARKETS, WHY

ISN'T IT REASONABLE TO CONCLUDE THAT THE cosT OF CAPITAL FOR

EQUITIES HAS INCREASED?

22

A.

A. This "flight to safety" should not be interpreted to reflect an increase in the cost of

capital. Rather, it more properly reflects an "availability of capital" since investors were

recently unwilling to invest in any assets other than U.S. Treasury securities although this

relationship has recently been much less pronounced. As I noted previously, the
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opportunity cost of capital, as measured by the recent and current returns of unregulated

firms, has been the lowest in recent memory. Clearly, this cannot be claimed to reflect an

increase in the cost of capital for a regulated firm such as UNS Electric.

5 v. UNS ELECTRIC'S OPERATIONS AND RISKS

6 Q. PLEASE SUMMARIZE UNS ELECTRIC AND ITS OPERATIONS.

7 UNS Electric is a public utility that provides electric utility services to some 90,000

customers in Arizona. UNS Electric was formerly the ArizoNa electric utility operations

of Cit izens Communicat ions Company,  pr ior  to its  2003 acquisit ion by UniSource

Energy. When UniSource Energy acquired the Arizona electr ic and gas assets from

Citizens, it formed two operating companies - UNS Electric and UNS Gas.

3 Q- PLEASE DESCRIBE UNISOURCE ENERGY.

14 UniSource Energy is a holding company, whose principal subsidiary is Tucson Electric

Power Company ("TEP"),  a generation and distr ibution company that is the second-

largest investor-owned utility in Arizona. UniSource Energy also owns UniSource

Energy Services ("UES"), which is the parent company of both UNS Electric and UNS

It  previous ly owned Millennium Energy Holdings ,  the pa rent  company of

UniSource Energy's unregulated energy business whose principal subsidiary was Global

Gas.

Solar. UniSource Energy presently operates through three primary business segments

A.

A.

TEP, UNS Electric and UNS Gas,
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1 Q- WHAT HAVE BEEN THE BUSINESS SEGMENT RATIOS OF UNISOURCE

2 ENERGY IN RECENT YEARS?

3

4

This is shown on Schedule 3. As this indicates, as of 2008, UNS Electric accounted for

about 14 percent of the revenues of UniSource Energy and about 8 percent of operating

income and total assets.5

6

7 Q. WHAT ARE THE CURRENT BOND RATINGS OF UNISOURCE ENERGY, UNS

8 ELECTRIC AND TEP?

The current ratings of UniSource Energy, UNS Electric and TEP are:

Standard & Poor's Moody' s Fitch

UniSoUrce Energy Credit Ratings
Senior Secured Debt
Issuer Rating

NR
NR

Bal
Bal

NR
N/A

UNS Electric Credit Ratings
Senior Unsecured Debt Baan

9
10
11
12
13
14
5

16
17
18
19

UNS Gas
Senior Unsecured Debt

Baan

20

21

BBB+
BBB-
BB+

Baal
Baan
Baan

BBB-
BB+
BB

22

Tucson Electric Power Credit Ratings
Senior Secured Debt
Senior Unsecured Debt
Issuer Rating

Source: UniSource Energy Web Site.

23

24 UNS Electric now has its can security ratings by Moody's but not S&P and Fitch. The

25

26

debt of UNS Electric is guaranteed by UES. As such, the debt of UNS Electric is related

to the overall credit strength of UniSource Energy.

/V
+

x

I

A.

A.

III-
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1 Q. DID THE ACQUISITION OF THE ASSETS CURRENTLY COMPRISING UNS

ELECTRIC HAVE ANY IMPACT ON THE SECURITY RATINGS OF

UNISOURCE ENERGY OR TEP?

4 No, it did not. Standard & Poor's, for example, made the following comments in an

August 12, 2003 CreditWatch report on TEP :

Standard & Poor's Ratings Services said today it affirmed its ratings on
Tucson Electric Power Co. ('BB' corporate credit rating) and removed
them from CreditWatch with negative implications. They were placed on
Cred.itWatch Nov. 8, 2002, reflecting parent UniSource Energy Corp.'s
announcement of an agreement to purchase the Arizona electric and gas
transmission and distribution assets from Citizens Communications Co.
The outlook is stable.

The Aug. ll, 2003, acquisition of these relatively low-risk, widely
scattered regulated assets for $220 million, well below the book value
of about $425 million, bolsters the consolidated business profile of the
UniSource Energy family of companies, and does so with a financing
package that marginally improves the overall financial condition of
UniSource Energy. These assets are subject to regulation by the Arizona
Corporation Commission (ACC), as is Tucson Electric, and are structured
as a wholly owned subsidiary of UniSource Energy called UniSource
Energy Services.

The addition of about 77,000 electric customers and 126,000 gas
customers represents an increase of about 40% to Tucson Electric's
customer base. The acquisition has received strong regulatory support,
mainly because rate increases will be limited to only about one-half of
what they would have been in the absence of the purchase, as well as
because of operational challenges faced by prior management. [Emphasis
added]

33 Q. WHAT HAVE BEEN THE RECENT DESCRIPTIONS OF UNS ELECTRIC BY

RATING AGENCIES?

35

A.

A. In July of 2008, Moody's assigned a rating of Baan to UNS Electric. In its report,

Moody's stated:
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Corporate Profile

UNS Electric, Inc. (UNSE: Baan guaranteed revolving credit facility,
stable outlook) is an electric transmission and distribution utility serving
approximately 90,000 retail customers in Mohave and Santa Cruz counties
of Arizona. UNSE is a subsidiary of UniSource Energy Services ("UES')
which is also the parent of UNS Gas, Inc. ("UNSG"), a gas utility serving
approximately 146,000 customers in an area covering approximately 50%
of the state of Arizona. UES is a wholly owned subsidiary of UniSource
Energy Corporation (UNS: Bal senior secured bank credit facility
(security limited to stock of certain subsidiaries), stable outlook). UNS'
largest subsidiary is Tucson Electric Power (TEP: Baan senior unsecured,
stable outlook), a vertically integrated electric utility serving
approximately 400,000 retail customers in southeastern Arizona and also
engaged in wholesale power marketing in the western U.S.

Recent Developments

On July 8, 2008, Moody's assigned a rating of Baan to UNSE and UNSG
joint $60 million senior unsecured guaranteed credit facility. The facility
is guaranteed by UNSE's and UNSG's intermediate parent company UES.
The rating outlook is stable.

Rating Rationale

The Baan rating for the shared guaranteed credit facility is driven by
the relatively stable and predictable nature of UNSE's and UNSG's
regulated cash flows, as well as their strong combined financial profile
which provide the basis of the UES guarantee. For the past several
years, cash flow credit metrics at both UNSE and USE have been at or
above the ranges demonstrated by electric utilities rated within the
Baa range. [Emphasis added]

This quote by Moody's indicates that the ratings of UNS Electric are:

Tied to UNS Gas,

Based on consolidated credit profile of UES, and,

Lower than they would be if UNS Electric's own credit profile was used to

establish its ratings .
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1 Q. ARE YOU AWARE THAT ONE OF THE ISSUES IN THIS CASE IS THE

POTENTIAL ACQUISITION OF THE BLACK MOUNTAIN GENERATION

STATION BY UNS ELECTRIC FROM AN AFFILIATE COMPANY?

4 Yes I am. It is my understanding that UNS Electric is proposing to purchase this plant

from an affiliated company - UniSource Energy Development ("UED") - and is asking

for a coinmitrnent from the Commission that the plant will be included in rate base if

transfer of ownership of the facility from UED to UNS Electric were to occur. It is also

my understanding that UNS Electric is maintaining that it cannot afford to finance the

purchase of this plant due to the relatively small size of the Company and the relatively

large size of this generation facility. It is also my understanding that UNS Electric

indicates that it would have a problem getting a lender to commit to providing debt

capital to fund a portion of this potential purchase without assurance that the plant will be

in rate base and thus provide a source of interest and principal repayment.

15 Q- WHAT IS YOUR UNDERSTANDING OF HOW THIS PLANT WAS FINANCED

BY UED.

17

A.

A. It is my understanding that UED financed this plant by use of credit facilities and internal

cash generation of UniSoLLrce Energy and/or other affiliated companies. I am not aware

of any specific debt or project financing associated with the Black Mountain facility.
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1 Q. DO YOU HAVE ANY RESPONSE TO UNS ELECTRIC'S INDICATIONS THAT

IT IS UNABLE TO FINANCE THE POTENTIAL PURCHASE OF BLACK

MOUNTAIN WITHOUT SOME GUARANTEE OF COMMISSIUN INCLUSION

OF THIS PLANT IN RATE BASE IN THIS PROCEEDING?

5 Yes, I do. I note, however, that I am not privy to the management decisions of the

Company and do not have access to the same degree of the Company's financial

alternatives as does the Company management. Nevertheless, I do have the following

observations about the financing of the potential purchase of Black Mountain by UNS

Electric. First, the facility is presently financed by some combination of internal funds of

UniSource. It would appear that a potential interim source of financing the facility would

be the transfer of the assets and liabilities within the UniSource framework to UNS

Electric.

In addition, I note that UNS Electric has access to a revolving credit facility, as cited in

witness Pritz's testimony, which it shares with UNS Gas. It is my understanding that

UNS Electric may draw up to $35 million on this facility. This would also appear to be a

source of interim financing for the potential purchase of Black Mountain.

19 Q- HAS THIS COMMISSION AUTHORIZED UNS ELECTRIC TO ISSUE ANY

SECURITIES FOR THE PURPOSE OF FINANCING THE PURCHASE OF

BLACK MOUNTIAN?

22

A.

A. Yes, it has. In Docket No. E-04204A-06-0783 (Decision No. 70360) the Commission

authorized UNS Electric to issue $40 million of equity and $40 million of debt for the

purpose of financing the purchase of Black Mountain.
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1 Q- HAS THE COMPANY EXERCISED ANY OF THE OPTIONS AUTHORIZED BY

THE COMMISSION IN THAT PROCEEDING?

3 A. No, it has not issued the- securities authorized in that proceeding.

5 VI. CAPITAL STRUCTURE AND COST OF DEBT

6 Q. WHAT IS THE IMPORTANCE OF DETERMINING A PROPER CAPITAL

STRUCTURE IN A REGULATORY FRAMEWORK?

8 A utility's capital structure is important because the concept of rate base - rate of return

regulation requires that a utility's capital structure be determined and utilized in

estimating the total cost of capital. Within this framework, it is proper to ascertain

whether the utility's capital structure is appropriate relative to its level of business risk

and relative to other utilities.

As discussed in Section III of my testimony, the purpose of determining the proper

capital structure for a utility is to help ascertain its capital costs. The rate base .- rate of

return concept recognizes the assets employed in providing utility services and provides

for a return on these assets by identifying the liabilities and common equity (and their

asset side of the balance sheet and derived from the

liabilities/owners' equity side of the balance sheet. The inherent assumption in this

procedure is that the dollar values of the capital structure and the rate base are

cost rates) used to finance the assets. In this process, the rate base is derived from the

the cost of capital is

approximately equal and the former is utilized to finance the latter.

A.

The common equity ratio (i.e., the percentage of common equity in the capital structure)

is the capital structure item which normally receives the most attention. This is the case
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because common equity: (l) usually commands the highest cost rate, (2) generates

associated income tax liabilities, and, (3) causes the most controversy since its cost

cannot be precisely determined.

5 Q- HOW HAVE YOU EVALUATED THE CAPITAL STRUCTURE OF UNS

7

ELECTRIC?

I have first examined the historic (2004-2008) capital structure ratios of UNS Electric.

These are shown on Page 1 of Schedule 4, I have summarized below the common equity

ratios for UNS Electric:

2004
2005
2006
2007
2008
June 30, 2009

Including S-T Debt
40.3%
45.2%
45.0%
48.0%
43.6%
46.2%

Excluding S-T Debt
40.5%
45.4%
45.1%
48.1%
43.7%
46.2%

Page 2 of Schedule 4 shows the historic capital structure ratios of UniSource on a

consolidated basis. This indicates the following common equity ratios.

2004
2005
2006
2007
2008

Including S-T Debt
31 .6%
33.6%
34.9%
40.7%
33.9%

Excluding S-T Debt
31.6%
33.7%
35.8%
41.0%
34.1%

A.

These common equity ratios are somewhat lower than those of UNS Electric.
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1 Q. HOW DO THESE CAPITAL STRUCTURES COMPARE TO THOSE OF

INVESTOR-OWNED ELECTRIC UTILITIES?

3 Schedule 5 shows the common equity ratios (excluding short-term debt in capitalization)

for the two groups of proxy utilities utilized in my cost of equity analyses. These are:

Year
2004
2005
2006
2007
2008

Proxy
Group
41.5%
43.6%
45.1%
48.0%
46.8%

Pritz
Group
52.1%
5l.8%
52.5%
51.5%
50.8%

These common equity ratios for the proxy group are lower than those of UNS Electric

while those of the Pritz Group are higher.

13 Q- WHAT CAPITAL STRUCTURE RATIOS HAS UNS ELECTRIC REQUESTED

IN THIS PROCEEDING?

15 The Company requests use of the following capital structure:

Long-Term Debt

Common Equity

54.24%

45.76%

According to UNS Electric's filing, this is the "adjusted" test year capital structure of the

Company at December 3 l, 2008.

23 Q. WHAT CAPITAL STRUCTURE DO YOU PROPOSE TO USE IN THIS

PROCEEDING?

25

A.

A.

A. I use the capital structure ratios as proposed by UNS Electric.
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1 Q- WHAT IS THE COST RATE OF DEBT IN THE COMPANY'S APPLICATION?

2 The Company's tiling cites a cost of long-term debt of 7.05 percent. This is represented

to be the Company's actual cost at December 31, 2008. I also use this cost of long-term

debt in my cost of capital analyses.

6 Q. CAN THE COST OF COMMON EQUITY BE DETERMINED WITH THE SAME

DEGREE OF PRECISION AS THE COSTS OF DEBT?

8 No. The cost rates of debt are largely determined by interest payments, issue prices, and

related expenses.  The cost of common equity,  on the other hand, cannot be precisely

quantified, primarily because this cost is an opportunity cost. There are, however, several

models which can be employed to estimate the cost  of common equity.  Three of the

primary methods - DCF, CAPM, and CE - are developed in the following sections of my

testimony.

15

16

VII.

Q-

SELECTION OF PROXY GROUPS

HOW HAVE YOU ESTIMATED THE COST OF COMMON EQUITY FOR UNS

ELECTRIC?

18

A .

A.

A.

UNS Electr ic is not a  publicly-traded company. UniSource,  UNS Electr ic's parent

company, is a publicly-traded company. Consequently, it is possible to directly apply

cost of equity models to UniSource. However, it is generally desirable to analyze groups

of comparison, or "proxy," companies as a substitute for UNS Electric to determine its

cost of common equity.
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I have examined two such groups for comparison to UNS Electric and UniSource. I have

first selected a group of electric utilities similar to UNS Electric and UniSource using the

criteria listed on Schedule 6.

Second, I have conducted studies of the cost of equity for the proxy group of electric

utilities selected by UNS Electric's witness Martha B. Pritz.

8 VIII. DCF ANALYSIS

9 Q. WHAT IS THE THEORY AND METHODOLOGICAL BASIS OF THE DCF

MODEL?

The DCF model is one of the oldest,  as well as the most commonly-used, models for

estimating the cost of common equity for public utilities. The DCF model is based on the

"dividend discount model" of financial theory, which maintains that the value (price) of

any security or commodity is the discounted present value of all future cash flows.

The most common variant of the DCF model assumes that dividends are expected to

grow at a constant rate.  This variant of the dividend discount model is known as the

constant growth or Gordon DCF model. In this framework, cost of capital is derived by

the following fionnula:
D
P +8

where : I

K = discount rate (cost of capital)

P = current price

D = current dividend rate

A.

g = constant rate of expected growth

K
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This formula essentially recognizes that the return expected or required by investors is

comprised of two factors: the dividend yield (current income) and expected growth in

dividends (future income).

5 Q. PLEASE EXPLAIN HOW YOU HAVE EMPLOYED THE DCF MODEL.

6 I have utilized the constant growth DCF model. In doing so, I have combined the current

dividend yield for each group of proxy utility stocks described in the previous section

with several indicators of expected dividend growth.

10 Q. HOW DID YOU DERIVE THE DIVIDEND YIELD COMPONENT OF THE DCF

EQUATION?

1.2 There are several methods that can be used for calculating the dividend yield component.

These methods generally differ in the manner in which the dividend rate is employed,

i.e., current versus future dividends or annual versus quarterly compounding of

dividends. I believe the most appropriate dividend yield component is the version listed

below: 0.58)+D,,(1
11,.  , d  :we

This dividend yield component recognizes the timing of dividend payments and dividend

increases .

A.

A.

The PT in my yield calculation is the average (of high and low) stock price for each proxy

company for the most recent three month period (July-September, 2009). The DO is the

current annualized dividend rate for each proxy company.
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1 Q- How HAVE YOU ESTIMATED THE DIVIDEND GROWTH COMPONENT OF

THE DCF EQUATION?

3 The dividend growth rate component of the DCF model is usually the most crucial and

controversial element involved in using this methodology. The objective of estimating

the dividend growth component is to reflect the growth expected by investors that is

embodied in the price (and yield) of a company's stock. As such, it is important to

recognize that individual investors have different expectations and consider alternative

indicators in deriving their expectations. This is evidenced by the fact that every

investment decision resulting in the purchase of a particular stock is matched by another

investment decision to sell that stock. Obviously, since two investors reach different

decisions at the same market price, their expectations differ.

AsA wide array of indicators exists for estimating die growth expectations of investors.

a result, it is evident that no single indicator of growth is always used by all investors. It

therefore is necessary to consider alternative indicators of dividend growth in deriving the

growth component of the DCF model.

I have considered five indicators of growth in my DCF analyses. These are :

A.

2.

3.

1. 2004-2008 (5-year average) earnings retention, or fundamental growth

(per Value Line),

5-year average of historic growth in earnings per share ("EPS"), dividends

per share ("DPS"), and book value per share ("BVPS") (per Value Line),

2009, 2010, and 2012-2014 projections of earnings retention growth (per

Value Line),
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2006-2008 to 2012-2014 projections of EPS, DPS, and BVPS (per Value

Line); and

5-year projections of EPS growth as reported in First Call (per Yahoo!

Finance).

I believe this combination of growth indicators is a representative and appropriate set

with which to begin the process of estimating investor expectations of dividend growth

for the groups of proxy companies. I also believe that these growth indicators reflect the

types of information that investors consider in making their investment decisions. As I

indicated previously, investors have an array of information available to them, all of

which should be expected to have some impact on their decision-making process.

3 Q- PLEASE DESCRIBE YOUR DCF CALCULATIONS.

14 Schedule 7 presents my DCF analysis. Page 1 shows the calculation of the "raw" (i.e.,

prior to adjustment for growth) dividend yield for each proxy company. Pages 2 and 3

Page 4 shows the DCFshow the growth rate for the groups of proxy companies.

calculations, which are presented on several bases: mean, median, and low/high values.

These results can be summarized as follows :

Proxy Group
Pritz Group

Mean
10.1%
9.5%

Median
9.6%
9.4%

Composite
Mean Median

Low High Low High
8.6% 12.3% 8.9% 11.8%
8.2% 11.7% 7.4% 11.6%

A.

I note that the individual DCF calculations shown on Schedule 7 should not be

interpreted to reflect the expected cost of capital for the proxy group, rather, the

4.

5.
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individual values shown should be interpreted as alternative information considered by

investors. The individual DCF calculations also demonstrate how the focus on a single

growth rate, such as EPS projections, can produce a DCF conclusion that is not reflective

of a broader perspective of available information.

The results in Schedule 7 indicate average (mean and median) DCF cost rates of 9.4

percent to 10.1 percent. The range of DCF rates (i.e., using the lowest and highest

growth rates only) is 7.6 percent to 12.3 percent.

10

11

Q. WHAT DO YOU CONCLUDE FROM YOUR DCF ANALYSES?

This analysis reflects a DCF range of about 9.4 percent to about 10.1 percent for the

proxy group. This is indicated by the average/mean values for the proxy groups

examined in the previous analysis. I give less weight to the extreme lower and upper

ends of the groups, which are impacted by outlier results. I believe that 9.4 percent to

10.1 percent reflects the proper DCF cost for UNS Electric..

17

18

IX.

Q.

CAPM ANALYSIS

PLEASE DESCRIBE THE THEORY AND METHODOLOGICAL BASIS OF

THE CAPM.

20 A.

A.

The CAPM is a version of the risk premium method. The CAPM describes and measures

the relationship between a security's investment risk and its market rate of return. The

CAPM was developed in the 1960s and 1970s as an extension of modern portfolio theory

("MPT"), which studies the relationships among risk, . diversification, and expected

returns.
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1 Q. HOW is THE CAPM DERIVED?

2 The general form of the CAPM is:

K=Rf +H(R",-R/)

where :

K = cost of equity

Rf= risk-free rate

Rm = return on market

B = beta

Rm-Rf = market risk premium

As noted previously, the CAPM is a variant of the risk premium method. I believe the

CAPM is generally superior to the simple risk premium method because the CAPM

specifically recognizes the risk of a particular company or industry (i.e., beta), whereas

the simple risk premium method assumes the same risk premium for all companies

exhibiting similar bond ratings.

19 Q. WHAT GROUPS OF COMPANIES HAVE YOU UTILIZED TO PERFORM

YOUR CAPM ANALYSES?

21

A.

A. I have performed CAPM analyses for the same groups of proxy utilities evaluated in my

DCF analyses.
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1 Q- PLEASE EXPLAIN THE RISK-FREE RATE AS USED IN YOUR CAPM AND

INDICATE WHAT RATE YOU EMPLOYED.

3 The first term of the CAPM is the risk-free rate (Rf). The risk-free rate reflects the level

of return that can be achieved without accepting any risk.

In CAPM applications, the risk-free rate is generally recognized by use of U.S. Treasury

securities. Two general types of U.S. Treasury securities are often utilized as the Rf

component - short-term U.S. Treasury bills and long-term U.S. Treasury bonds.

I have performed CAPM calculations using the three-month average yield (July-

September, 2009) for 20-year U.S. Treasury bonds. Over this three-month period, these

bonds had an average yield of 4.28 percent.

14

15

Q- WHAT IS BETA AND WHAT BETAS DID YOU EMPLOY IN YOUR CAPM?

Beta is a measure of the relative volatility (and thus risk) of a particular stock in relation

to the overall market. Betas of less than 1.0 are considered less risky than the market,

whereas betas greater than 1.0 are more risky. Utility stocks traditionally have had betas

below 1.0. I utilized the most recent Value Line betas for each company in the groups of

proxy utilities.

21 Q. HOW DID YOU ESTIMATE THE MARKET RISK PREMIUM COMPONENT IN

YOUR CAPM ANALYSIS?

23

A.

A.

A. The market risk premium component (Rm-Rf) represents the investor-expected premium

of common stocks over the risk-free rate, or government bonds. For the purpose of

estimating the market risk premium, I considered alternative measures of returns of the
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S&P 500 (a broad-based group of large U.S. companies) and 20-year U.S. Treasury

bonds.

First, I have compared the actual annual returns on equity of the S&P 500 with the actual

annual yields of U.S. Treasury bonds. Schedule 8 shows the return on equity for the S&P

500 group for the period 1978-2007 (all available years reported by S&P). This schedule

also indicates the annual yields on 20-year U.S. Treasury bonds, as well as the annual

differentials (i.e., risk premiums) between the S&P 500 and U.S. Treasury 20-year bonds.

Based upon these returns, I conclude that this version of the risk premium is about 6.45

percent.

I have also considered the total returns (i.e., dividends/interest plus capital gains/losses)

for the S&P 500 group as well as for the long-term government bonds, as tabulated by

MorningStar (formerly Ibbotson Associates), using both arithmetic and geometric means.

I have considered the total returns for the entire 1926-2008 period, which are as follows:

Arithmetic
Geometric

S&P 500
11.7%
9.6%

L-T Gov 't Bonds
6.1%
5.7%

Risk Premium
5.6%
3.9%

I conclude from this that the expected risk premium is about 5.32 percent (i.e., average of

all tree risk premiums). I believe that a combination of arithmetic and geometric means

inappropriate since investors have access to both types of means and, presumably, both

types are reflected in investment decisions and thus stock prices and cost of capital.

Schedule 9 shows my CAPM calculations using this risk premium. The results are:
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Proxy Group
Prinz Group

Mean
8.3%
7.6%

Median
8.3%
8.0%

4 Q- WHAT IS YOUR CONCLUSION CONCERNING THE CAPM COST OF

EQUITY?

6 The CAPM results collectively indicate a cost of 7.6 percent to 8.3 percent for the groups

of comparison utilities. l conclude that the CAPMcost of equity for UNS Electric is 7.6

percent to 8.3 percent.

10 x . COMPARABLE EARNINGS ANALYSIS

11 Q. PLEASE DESCRIBE THE BASIS OF THE CE METHODOLOGY.

12 The CE method is derived from the "corresponding risk" standard of the Bluefield and

Hope cases. This method is thus based upon the economic concept of opportunity cost.

As previously noted, the cost of capital is an opportunity cost: the prospective return

available to investors from alternative investments of similar risk.

The CE method is designed to measure the returns expected to be earned on the original

cost book value of similar risk enterprises. Thus, this method provides a direct measure

of the fair return, because the CE method translates into practice the competitive principle

upon which regulation is based.

A.

A.

The CE method normally examines the experienced and/or projected returns on book

common equity. The logic for examining returns on book equity follows from the use of

original cost rate base regulation for public utilities, which uses a utility's book common

equity to determine the cost of capital. This cost of capital is, in tum, used as the fair rate

of return which is then applied (multiplied) to the book value of rate base to establish the .
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dollar level of capital costs to be recovered by the utility.

consistent with the rate base methodology used to set utility rates.

This technique is thus

4 Q. HOW HAVE YOU EMPLOYED THE CE METHODOLOGY IN YOUR

ANALYSIS OF UNS ELECTRIC'S COMMON EQUITY COST?

6 I conducted the CE methodology by examining realized returns on equity for several

groups of companies and evaluating the investor acceptance of these returns by reference

to the resulting market-to-book ratios. In this manner it is possible to assess the degree to

which a given level of return equates to the cost of capital. It is generally recognized for

utilities that market-to-book ratios of greater than one (i. e., l 00%) reflect a situation

where a company is able to attract new equity capital without dilution (i.e., above book

value). As a result, one objective of a fair cost of equity is the maintenance of stock

prices above book value.

I would further note that the CE analysis, as I have employed it, is based upon market

data (through the use of market-to-book ratios) and is thus essentially a market test. As a

result, my analysis is not subject to the criticisms occasionally made by some who

maintain that past earned returns do not represent the cost of capital. In addition, my

analysis uses prospective returns and thus is not confined to historical data.

21 Q. WHAT TIME PERIODS HAVE YOU EXAMINED IN YOUR CE ANALYSIS?

22 A.

A.

My CE analysis considers the experienced equity returns of the proxy groups of utilities

for the period 1992-2009 (i. e., the last eighteen years). The CE analysis requires that l

examine a relatively long period of time in order to determine trends in earnings over at

least a iiull business cycle. Further, in estimating a fair level of return for a future period,
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it is important to examine earnings over a diverse period of time in order to avoid any

undue influence from unusual or abnormal conditions that may occur in a single year or

shorter period. Therefore, in forming my judgment of the current cost of equity I have

focused on two periods: 2002-2009 (the current business cycle) and 1992-2001 (the prior

business cycle).

7 Q- PLEASE DESCRIBE YOUR CE ANALYSIS.

8 Schedules 10 and 11 contain summaries of experienced returns on equity for several

groups of companies, while Schedule 12 presents a risk comparison of utilities versus

unregulated firms.

Schedule 10 shows the earned returns on average common equity and market-to-book

ratios for the groups of proxy utilities. These can be summarized as follows:

Proxy
Group

Prinz
Group

8.2-10.0%
8.2~11.1%

9.4-10.0%
9.3-11.1%

129-152%
120-144%

154-157%
142-155%

Historic ROE
Mean
Median

Historic M/B
Mean
Median

Prospective ROE
Mean
Median

9.0-9.1%
8.5%

9.6-10.2%
9.5-10.0%

A.

These results indicate that historic returns of 8.2 percent to 11.1 percent have been

adequate to produce market-to-book ratios of 120 percent to 157 percent for the groups of

proxy utilities. Furthermore, projected returns on equity for 2010 and 2012-2014 are
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within a range of 8.5 percent to 10.2 percent for the utility groups. These relate to 2008

market-to-book ratios of 115 percent or higher.

4 Q- HAVE YOU ALSO REVIEWED EARNINGS OF UNREGULATED FIRMS?

5 Yes. As an alternative, I also examined a group of largely unregulated firms. I have

examined the Standard & Poor's 500 Composite group, since this is a well-recognized

group of firms that is widely utilized in the investment community and is indicative of the

competitive sector of the economy. Schedule ll presents the earned returns on equity

and market-to-book ratios for the S&P 500 group over the past sixteen years. As this

Schedule indicates, over the two periods, this group's average earned returns ranged from

13.9 percent to 14.7 percent with market~to-book ratios ranging between 284 percent and

341 percent.

14 Q- HOW CAN THE ABOVE INFORMATION BE USED TO ESTIMATE THE COST

OF EQUITY FOR UNS ELECTRIC?

16 A.

A.

The recent earnings of the proxy utility and S&P 500 groups can be utilized as an

indication of the level of return realized and expected in the regulated and competitive

sectors of the economy. In order to apply these returns to the cost of equity for proxy

utilities, however, it is necessary to compare the risk levels of the utility industry with

those Of the competitive sector. I have done this in Schedule 12, which compares several

risk indicators for the S&P 500, group and the utility groups. The information in this

schedule indicates that the S&P 500 group is more risky than the utility proxy groups.
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1 Q- WHAT RETURN ON EQUITY IS INDICATED BY THE CE ANALYSIS?

2 Based on the recent earnings and market-to-book ratios, I believe the CE analysis

indicates that the cost of equity for the proxy utilities is no more than 9.5 percent to 10.5

percent. Recent returns of 8.2 percent to 11.1 percent have resulted in market-to-book

ratios of 120 and greater. Prospective returns of 8.5 percent to 10.2 percent result in

anticipated market-to-book ratios of over l15 percent, again with the higher returns being

associated with much higher market-to-book ratios. As a result, it is apparent that returns

below this level would result in market-to-book ratios of well above 100 percent. An

earned return of 9.5 percent to 10.5 percent should thus result in a market-to-book ratio of

over 100 percent. As I indicated earlier, the fact that market-to-book ratios substantially

exceed 100 percent indicates that historic and prospective returns of over 10 percent

reflect earnings levels that exceed the cost of equity for those regulated companies.

A.

Please also note that my CE analysis is not based on a mathematical formula approach, as

are the DCF and CAPM methodologies. Rather, it is based on recent trends and current

conditions in equity markets. Further, it is based on the direct relationship between

returns on common stock and market~to-book ratios of common stock. In utility rate

setting, a fair rate of return is based on the utility's assets (i.e., rate base) and the book

value of the utility's capital structure. As stated earlier, maintenance of a financially

stable utility's market-to-book ratio at l 00%, or a bit higher, is fully adequate to maintain

the utility's financial stability. On the other hand, a market price of a utility's common

stock that is 150 percent or more above the stock's book value is indicative of earnings

that exceed the utility's reasonable cost of capital. Thus, actual or projected earnings do

not directly translate into a utility's reasonable cost of equity. Rather, they must be

viewed in relation to the market-to-book ratios of the utility's common stock.
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My 9.5 percent to 10.5 percent CE recommendation is not designed to result in market-

to-book ratios as low as 1.0 for UNS Electric. Rather, it is based on current market

conditions and the proposition that ratepayers should not be required to pay rates based

on earnings levels that result in excessive market-to-book ratios.

6

7

XI.

Q.

RETURN ON EQUITY RECOMMENDATION

PLEASE SUMMARIZE THE RESULTS OF YOUR THREE COST OF EQUITY

9

ANALYSES.

My three methodologies produce the following:

Discounted Cash Flow
Capital Asset Pricing Model
Comparable Earnings

9.4-10.1%
7.6-8.3%

9.5-10.5%

15 Q. WHAT IS YOUR COST OF EQUITY RECOMMENDATION FOR UNS

ELECTRIC?

17 I recommend a cost of equity of 9.5 percent to 10.5 percent for UNS Electric. This range

contains the results of two of my three cost of equity model results (i.e., DCF 9.4-10.1%

and CA 9.5-l0.5%). Within this range, I recommend a 10.0 percent level, the same

return on equity approved for UNS Electric in the Company's last rate proceeding.

22 Q- IT APPEARS THAT YOUR CAPM RESULTS ARE SOMEWHAT LOWER

THAN YOUR DCF RESULTS. DOES THIS INDICATE THAT THE CAPM

RESULTS SHOULD NOT BE CONSIDERED AT THIS TIME?

25 A.

A.

A.

No, this is not the case. It is apparent that the current CAPM results are lower than the

DCF results, as well as being lower than CAPM results in recent years, The two reasons
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for the lower CAPM results are the current relatively low yields on U.S. Treasury bonds

(i.e., risk-free rate) and the lower risk premium that reflects the decline in stock prices in

2008. However, these currently lower CAPM results are only one-half of the impact of

recent economic conditions. The other impact is on the DCF results, which are somewhat

higher currently due to the higher yields attributable to the decline in stock prices. It

would not be proper to disregard the lower CAPM results while not discounting the

higher DCF results.

9 Q- PLEASE EXPLAIN HOW THE RECENT AND CURRENT ECONOMIC AND

FINANCIAL CRISIS IMPACTS THE COST OF EQUITY FOR UNS ELECTRIC.

11 It is well chronicled that, over the past two years, the United States and global financial

markets have been in turmoil. The impacts of this have been far-reaching and extreme,

with global credit markets virtually coming to a standstill in late 2008 and early 2009.

This crisis and its impact, however, do not imply that the cost of equity for electric

utilities such as UNS Electric have increased. I say this for the following reasons.

First, it must be emphasized that depressed economic conditions and the financial crisis

affect virtually all sectors of the economy _ households, small businesses, larger

commercial and industrials and, in most cases, the impact is greater than is the case for

UNS Electric. UNS Electric is a regulated utility that sells a product that has no real

substitutes and is a product that consumers can do little to control the amount they use.

As such, UNS Electric and utilities are partially, if not largely, insulated from the impacts

A.

of depressed economic conditions.
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Second, a major impact of a recession is to depress the profits of most enterprises. As a

it is to be expected that capital costs decrease in tandem with a significant

recession. There is no justification for increasing the profit level of a regulated utility

such as UNS Electric at the same time that other enterprises are experiencing lower

result,

profits.

Third, even fUNS Electric were to incur higher costs of debt and/or other capital costs,

these costs can be passed along to ratepayers at the next rate proceeding. Unregulated

firms cannot do this.

Fourth, there is no indication that UNS Electric's risks have increased since its last rate

proceeding. Absent a demonstration that UNS Electric's risks have increased, there is no

justification for increasing its cost of equity..

Fifth, the United States and global governments have, and are taking, extraordinary

measures to avoid a further worsening of the current market turmoil. Most of these

measures are designed to put liquidity into the credit markets and make credit more

accessible again and, in the process, restore more confidence to the financial markets.

All of these measures are clearly designed to lower the cost of capital.

environment, it would be counter-productive to make any claim that UNS Electric should

have a higher return at this time due to the above-cited market turmoil.

In this
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1

2

3

XII.

Q.

TOTAL COST OF CAPITAL

WHAT IS THE TOTAL COST OF CAPITAL FOR UNS ELECTRIC?

Schedule l reflects the total cost of capital for the Company using UNS Electric's

proposed capital structure and cost of debt along with the range of common equity costs

that my analyses support The resulting total cost of capital is a range of 8.17 percent to

8.63 percent. I recommend that an 8.40 percent total cost of capital be established for

UNS Electric.

9 Q- DOES YOUR COST OF CAPITAL RECOMMENDATION PROVIDE THE

COMPANY WITH A SUFFICIENT LEVEL OF EARNINGS TO MAINTAIN ITS

FINANCIAL INTEGRITY?

12 Yes, it does. Schedule 14 shows the pre-tax coverage that would result if UNS Electric

earned my cost of capital recommendation. As the results indicate, my recommended

range would produce a coverage level above the benchmark range for a BBB rated utility.

In addition, the debt ratio (which reflects die Company's proposed capital structure) is

within the benchmark for a BBB rated utility.

18

19

XIII. COMMENTS ON COMPANY TESTIMONY

Q- HAVE YOU REVIEWED THE TESTIMONY AND COST OF CAPITAL

RECOMMENDATION OF UNS ELECTRIC WITNESS MARTHA B. PRITZ?

21 Yes, I have. Ms. Pritz is recommending the following cost of capital for UNS Electric.A.

A.

A.

Capital Item
Long-term Debt
Common Equity
Total

Percent
54.24%
45.76%
100.0%

Cost
7.05%

11.40%

Weighted Cost
3.82%
5.22%
9.04%



*

el Direct Testimony of David C. Parcels
Docket No. E-04204A-09-0_06
Page 42

Ms. Prinz's 11.4 percent cost of common equity recommendation is derived as follows :

DCF
CAPM
Risk Premium

Conclusion
12.1%
10.1%
12.0%

6 Q- DO YOU HAVE ANY COMMENTS CONCERNING Ms. PRITZ'S DCF

ANALYSIS AND RECOMMENDATIONS?

8 I note that Ms. Pritz's 12.1 percent DCF conclusion is based upon her application of a

DCF model to a group of 10 electric utilities.

I Q. WHAT IS YOUR UNDERSTANDING OF Ms. PRITZ'S DCF

METHODOLOGIES AND CONCLUSIONS?

13 Ms. Pritz applies a version of the non-constant growth DCF model. She combines each

company's yield with the average of four "short-term" growth rates - three of which are

projections of earnings per share ("EPS") growth. It is apparent, however, that Ms.

Pritz's short-term DCF growth is deficient because it primarily focuses on only one

source of growth - EPS projections. As I indicated in my DCF analysis, it is customary

and proper to use alternative measures of growth.

There are several reasons why it is not proper to rely exclusively on analysts' forecasts in

a DCF context.

A.

A.

First, it is not realistic to believe that investors rely primarily on a single factor, such as

analysts' forecasts, in making their investment decisions. Investors have an abundance of
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available information to assist them in evaluating stocks, and EPS forecasts are only one

of many such statistics.

Second, Value Line, one of the sources of EPS projections, publishes a large number of

individual company data and ratios. Presumably these are published for the consideration

of subscribers/investors. It is also apparent that Value Line publishes both historic and

forecast data - yet Ms. Pritz focuses on one factor and only the forecast version of this

factor.

Third, the vast majority of information available to investors, by both individual

companies in the form of annual reports and offering circulars, and by investment

publications such as Value Line, is historic data. It is neither realistic nor logical to

maintain that investors only consider projected (estimated) data to the exclusion of

historic (actual) data.

l

4

Fourth, there have been a number of academic studies that indicate that analysts'

forecasts have been overly-optimistic in the past. See, for example a 1998 article (in the

Financial Analysts Journal, Vol. 54, No. 6, Nov./Dec. 1998, 35-42) titled "Why So Much

Error In Analysts' Earnings Forecasts'?," by Vijay Kumer Chopra. In this article, the

author concluded "Analysts' forecasts of EPS and growth in EPS tend to be overly

optimistic." He concluded that analysts' forecasts of EPS over the past 13 years have

been more than twice the actual growth rate. Investors are aware of the propensity of

analysts to over-estimate EPS forecasts. In addition, the presumption that investors rely

only on a single projection implies that investors are unsophisticated and unable to make

their own decisions. This also is not rational.
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Fifth, the experience over the past two years should be a clear signal to investors that

analysts cannot accurately predict EPS levels. Hardly any security analysts predicted the

decline in profits that occurred in 2008 and 2009 to-date.

dramatically how analysts are or incapable of discerning

potentially disastrous impacts of a company's projected EPS, and how even current

earnings can be distorted by the complex financial machinations of large, aggressive

Sixth, the well-publicized financial debacles of Enron and WorldCom demonstrate

often either unwilling

corporations.

Finally, during 2003, ten of the nation's largest securities firms agreed to pay a record

$1.4 billion in penalties to settle U.S. government charges involving investor abuses,

many of which resulted from analysts' forecasts and recommendations that the

government charged were biased and subject to conflicts of interests. This settlement

largely grew out of a New York State investigation and reflects the national, and even

international, and

recommendations.

scope of

These,

the negative perceptions of analysts' forecasts

and other, similar investigations and complaints have

underscored a growing awareness that analysts' estimates cannot be considered an

unbiased source of growth expectations by investors, and this understanding has

important implications for a DCF analysis that exclusively incorporates any such

estimates.

In summary, investors are now very much aware of recent scandals involving security

analysts, including the Enron and WorldCom debacles, conflicts of interest that have

resulted in settlements, fines, and public admonishments, as well as other negative
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connotations related to the reliability of analysts' forecasts. These problems clearly call

into question the reliance of analysts' forecasts as the only source of growth in a DCF

context. The landscape has changed in recent years and investors have ample reasons to

doubt the reliability of such forecasts at the present time.

6 Q- PLEASE NOW TURN TO MS. PRITZ'S LONG-TERM DCF GROWTH RATE.

7 The second, or "long-term" stage of her second DCF model relies exclusively on the 6.5

percent GDP growth as the DCF growth rate.

10

11

Q. WHAT IS THE SOURCE OF THIS 6.50 PERCENT GDP FIGURE?

According to Ms. Pritz, this 6.5 percent Gross Domestic Product ("GDP") growth is the

average of real GDP Growth since 1929 plus "implied inflation."

14 Q. IS THERE ANYTHING INCONSISTENT WITH MS. PRITZ'S USE OF

HISTORIC GDP GROWTH IN HER DCF ANALYSES?

16 Yes, there is. All of Ms. Pritz's other growth rates in her short-term DCF analyses (i.e.,

DPS and EPS growth) reflect projections of future growth. On the other hand, Ms. Pritz

only uses historic rates in her GDP growth input. Apparently, she believes it is not

proper to use historic growth rates of financial indicators (i.e., EPS growth), but it is

proper to use only historic. growth rates in her GDP input.

22

23

Q- ARE YOU AWARE OF ANY PROJECTIONS OF GDP GROWTH?

A.

A.

A.

A. Yes, I am. There are at least two sources of projections of GDP growth. These are:

Social Security Administration ("SSA"), and

Energy Information Administration ("EIA"),



+ Direct Testimony of David C. Purcell
Docket No. E-04204A-09-0206
Page 46

The two organizations cited above are U.S. government-sponsored organizations.

3 WHAT ARE THE PROJECTIONS OF GDP GROWTH BY THESE TWO

ORGANIZATIONS?

5 As of the most recent period available at the time Ms. Pritz was preparing her testimony,

the prob actions of GDP growth by these two organizations were:

SSA -. 2008-2085 ... 4.4 percent (see Schedule 14)

EIA -- 2007-2030 - 4.8 percent (see Schedule 14)

Each of these prob actions is at about 200 basis points below the 6.50 percent GDP figure

used by Ms. Pritz.

14 WOULD IT BE MORE APPROPRIATE TO USE HISTORIC OR PROJECTED

GROWTH RATES OF GDP IN A DCF ANALYSIS SUCH AS THAT BEING

USED BY Ms. PRITZ?

17 It would be appropriate to use projections of GDP growth, since Ms. Prinz is using

projections of the other growth rate indicators.

20 IS IT REASONABLE TO BELIEVE THAT INVESTORS WOULD EXPECT GDP

GROWTH TO BE 6.5 PERCENT, IN SPITE OF MUCH LOWER PROJECTIONS

BY THE U.S. GOVERNMENT FORECASTING ORGANIZATIONS?

23 A.

A.

Q.

A.

Q.

No, it is not.
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1 ARE YOU AWARE OF ANY UTILITY REGULATORY AGENCIES THAT

UTILIZE GDP GROWTH AS A COMPONENT IN ADCF ANALYSIS?

3 The only regulatory agency of which I am aware that directly and formally uses GDP

growth in a DCF context is the Federal Energy Regulatory Commission ("FERC"). The

FERC regular ly uses a  two-stage DCF model in establishing the cost  of equity for

interstate natural gas pipelines. The first stage of the FERC two-stage DCF model is 5-

year EPS forecasts, while the second stage is GDP projections for 6-25+ years into the

Future.

10 HOW MUCH WEIGHT DOES FERC GIVE TO THE GDP GROWTH RATE IN

ITS TWO-STAGE DCF MODEL?

12 33 percent.

14 ARE YOU AWARE OF ANY REGULATORY AGENCIES THAT USE

HISTORIC GDP GROWTH IN A DCF CONTEXT?

16 No.

18 WHAT ARE YOUR CQMMENTS CONCERNING ms. PRITZ'S CAPM

ANALYSIS AND CONCLUSIONS?

20 Ms. Pritz's CAPM analysis takes the following form:

Risk-free rate = 3.83%

Risk Premium = 6.5%

1

February 2009 20-yr. T bonds Yield

MorningStar risk premium

Value LineBeta

Risk Premium Adj . 2.29%

A.

Q.

A.

Q.

Q.

A.

Q.

A.

1 Beta for each company.



l

Direct Testimony of David C. Parcels
Docket No. E-04204A-09-0_06
Page 48

My first disagreements with Ms. Pritz's r isk premium input.  My disagreements with

Ms. Pritz's risk premium is her exclusive reliance on the 1926-2008 arithmetic average

differences between large company stocks (i.e., S8<:P 500) and long-term Treasury bonds.

As I indicated earlier in my testimony, it is preferable to use multiple sources of risk

premium measures,  as I have done. Ms. Pritz's 6.5 percent r isk premium used only

ar ithmetic returns,  and ignores geometr ic (compound) returns in der iving the r isk

premium component of the CAPM. This is not proper. It is apparent that investors have

access to both types of returns, and correspondingly use both types of returns, which they

use to make investment decisions.

In fact, it is noteworthy that mutual ftmd investors regularly receive reports on their own

frmds, as well as prospective funds they are considering investing in, that show only

geometric returns. Based on this, l find it difficult to accept Ms. Pritz's position that only

arithmetic returns are considered by investors and, thus,  only arithmetic returns are

appropriate in a CAPM context.

I a lso disagree with Ms.  Pr itz's  6.5 percent  r isk premium since it  improper ly used

"income returns" from the MorningStar study rather than "total returns." What Ms. Pritz

did was compare the differential between total returns for common stocks (i.e., dividends

and capital gains) and only the income returns for Treasury bonds. As such, she has

ignored the capital gains component of the Treasury bonds return. As I indicated in my

earlier testimony, the differential between total returns of common stocks and Treasury

bonds is  5 .6 percent  on an a r ithmet ic basis . In addit ion,  Ms.  Pr itz 's  use of  the

MorningStar study only used half of the reported data (arithmetic means) and ignored the

other half of the reported data (geometric means) .
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I also disagree with Ms. Pritz's 2.29 percent "risk premium adjustment."

adjustment, as described on page 14 of her testimony, reflects the "observed increase in

long-term credit spreads" between August 2008 and January 2009. Her rational is based

on the following relationships:

This

Time
August, 2008
January, 2009

Change

Baa Yields
6.98%
7.90%

20-Year
Treasury Yield

4.50%
3. 13%

Difference
2.48%
4.77%
2.29%

I have previously stated that the "flight to safety" during the timeframe of her January

2009 focal point should not be used as a standard for cost of capital determination. In

addition, it is clear that the circumstance she cited no longer is in effect. In September of

2009, the respective yields are:

6.12%Baa Utility

30-Year Treasury

Difference

4.19%

1.93%

This "spread" is less than existed in August of 2008. As a result, even if Ms. Pritz's logic

(which I disagree with) was correct there is no justified "risk premium adjustment" at this

time.
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1 Q- WHAT ARE YOUR COMMENTS ABOUT MS. PRITZ'S BOND YIELD PLUS

PREMIUM METHOD AND RESULTS?

3 Ms. Pritz's equity risk premium method looks at the relationship between state regulatory

commission return on equity awards and corresponding public utility bond yields over the

period 2006 .- January 2009. On page 16 and MBP-12, she concludes that 4.07 percent

reflects the appropriate spread between the cost of equity and utility bond yields,

reflecting the yield of Baa utility bonds.

Combining this 4.07 percent equity risk premium with Ms. Pritz's estimate of 7.90

percent for public utility bonds in January of 2009 results in a cost of equity of about

11.97 percent. However, current yields on Baa rated utility bonds are much less at about

6.4 percent and are currently about 6.1 percent. Combining this with the 4.07 percent

risk premium would result in a 10.2 percent cost of equity.

15

16

FAIR VALUE RATE BASE COST OF CAPITAL

WHAT IS YOUR UNDERSTANDING OF UNS ELECTRIC'S POSITION ON

THE ISSUE OF FAIR VALUE RATE BASE ("FVRB") AND RELATED COST OF

CAPITAL IMPLICATIONS?

19

XIV.

Q.

A.

A. It is my understanding that UNS Electric is requesting that a 6.88 percent cost of capital

be applied to the level of its FVRB if the Black Mountain Generating Station ("BMGS")

is not purchased and placed in rate base, and is 7.29 percent if BMGS is in rate base

(testimony of UNS Electric witness Kenton Grant).
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1 Q- WHAT IS YOUR UNDERSTANDING OF THE COMMISSION'S PROCEDURE

FOR UTILIZING THE FAIR VALUE OF RATE BASE IN SETTING UTILITY

4

RATES?

My "non-legal understanding" is that the Commission must consider the fair value of a

utility's assets in setting rates. However, I do not agree that this implies that the

Company's cost of capital must be applied to the fair value of the rate base.

8 Q. ARE YOU AWARE THAT THE COMMISSION HAS RECENTLY CONDUCTED

A "REMAND" HEARING ON THE ISSUE OF REGULATORY TREATMENT

OF FVRB FOR CHAPARRAL CITY WATERCOMPANY?

11 Yes, I am. In January of 2008, the Commission conducted a public hearing in response

to a remand by the Arizona Appeals Court (Appeals No. CA-CC 05-002) decisions in

Chaparral City Water Company (Docket No. W-021 l3A-04-0616). The purpose of this

hearing was to determine the appropriate cost of capital to be applied to an Arizona

utility's fair value rate base. The Commission's Decision No. 70441 in this proceeding

established aFVROR by subtracting the inflation rate from the cost of equity.

18

19

Q- WHAT IS YOUR UNDERSTANDING OF THE USE OF FVRB IN ARIZONA?

My "non-legal understanding" is based in part on the 2006 Arizona Court of Appeals in

the Chaparral City case that indicates that the Court agreed with the Commission that

"the cost of capital analysis 'is geared to concepts of original cost measures of rate base,

not fair value measures of rate base ...." The decision goes on to make the following

statement: "If the Commission determines that the cost of capital analysis is not the

appropriate methodology to determine the rate of return to be applied to the FVRB, the

A.

A.

A.

2 CA-CC 05~0002, Memorandum Decision dated February 13, 2007.



1

'Direct Testimony of David C. Parcels
Docket No. E-04204A-09-0206
Page 52

Commission has the discretion to determine the appropriate methodology."

correspondingly the purpose of this section of my testimony to recommend an

"appropriate methodology" for use in conj unction with a FVRB .

It is

5 Q. DO YOU HAVE ANY OBSERVATIONS BASED UPON YOUR OWN

EXPERIENCE IN COST OF CAPITAL DETERMINATION, AS TO WHETHER

A COST OF CAPITAL DEVELOPED FOR APPLICATION TO AN ORIGINAL

COST RATE BASE IS CONSISTENT WITH A FVRB?

9 Yes, I do. It is my personal experience, based upon over 35 years of providing cost of

capital testimony, that the concept of cost of capital is designed to apply to an original

cost rate base. This is the case since the cost of capital is derived from the

liabilities/owners' equity side of a utility's balance sheet using the book values of the

capital structure components. The cost of capital, once determined, is then applied to

(i.e., multiplied by) the rate base, which is derived from the asset side of the balance sheet

(i.e., OCRB). From a financial perspective, the rationale for this relationship is that the

rate base is financed by the capitalization. Under this relationship, a provision is

provided for investors (both lenders and owners) to receive a return on their invested

capital. Such a relationship is meaningful as long as the cost of capital is applied to the

original cost (i.e., book value) rate base, because there is a matching of rate base and

capitalization.

A.

When the concept of fair value rate base is incorporated, however, this link between rate

base and capital structure is broken. The amount of fair value rate base that exceeds

original cost rate base is not financed with investor-supplied funds and, indeed, is not

financed at all. As a result, a customary cost of capital analysis cannot be automatically
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applied to the fair value rate base since there is no financial link between the two

concepts. In my "non-legal" opinion, both the Commission and Appeals Court have also

recognized this lack of compatibility between a customary WCOC analysis and FVRB .

5 Q. WHY IS IT IMPORTANT THAT THERE BE A LINK BETWEEN THE

CONCEPTS OF RATE BASE AND COST OF CAPITAL?

7 This link is important since financial theory indicates that investors should be provided

an opportunity to earn a return on the capital they provided to the utility. Since the

capital finances the rate base (in an original cost world), the link between cost of capital

and rate base satisfies this financial objective.

12 Q. BASED ON YOUR EXPERIENCE AS A COST OF CAPITAL WITNESS OVER

THE PAST 35 YEARS, DO YOU HAVE A SUGGESTION AS TO HOW TO

ACCOUNT FOR THE USE OF A FVRB IN SETTING RATES FOR UNS

ELECTRIC?

16

A.

A. Yes, I do. Since the increment between the FVRB and OCRB is not financed with

investor-supplied funds, it is logical and appropriate, from a financial standpoint, to

assume that this increment has no financing cost. As a result, the cost of capital, through

the capital structure, can be modified to account for a level of cost-free capital in an equal

dollar amount to the increment of FVRB over the OCRB. Such a procedure would still

provide for a return being earned on all investor-supplied funds and would thus be

consistent with financial standards.
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1

2

Q- HAVE YOU MADE SUCH A PROPOSAL IN THIS PROCEEDING?

Yes, I have. As is shown below, I have developed a capital structure and FVROR that

applies to UNS Electric's FVRB.

Item
Long-term Debt
Common Equity
FVRB Increments
Total FVRB Capital

Amount (000)
$99,300

83,800
89,333

$272,433

Percent
36.45%
30.76%
32.79%

100.00%

Cost
7.05%

10.00%
0.00%

Fair
Value
Return

2.57%
3.08%
0.00%
5.65%

Applying this 5.65 percent to the FVRB provides for a return on all investor-supplied

capital and is therefore an appropriate rate to apply to the FVRB from a financial and

economic standpoint. As such, it provides for an appropriate fair value rate of rem to

be applied to a FVRB .

11 Q- HAVE YOU DEVELOPED AN ALTERNATIVE METHOD WITH WHICH TO

APPLY A FVROR TO A FVRB?

13 Yes, I have. Should the Commission determine that there should be a specific return

(greater than zero) applied to the FVRB Increment, Shave provided such a procedure.

16 Q. WHY IS IT NECESSARY T() ADD A RETURN ON ONLY THE PORTION OF

FVRB THAT EXCEEDS THE OCRB?

18 The weighted cost of capital ("WCOC") authorized by the Commission has already

provided for a full cost of equity return and cost of debt on the portions of equity and debt

capital that are supporting the OCRB portion of the FVRB. As a result, there is no need

A.

A.

A.

3 FVRB ($257,827,400) minus OCRB ($168,494,273), per the Testimony fUtilities Division Staff Witness Fish.
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to provide any additional return on the portions of FVRB supported by common equity

and debt.

Stated differently, both the cost of debt and the return on common equity (i.e., capital

stock, paid~in capital, and retained earnings - the investment of common shareholders)

are already provided for in a traditional WCOC. Only the portion of the FVRB that

exceeds OCRB ("Fair Value Increment") needs to have a specific return identified in

orderto reflect a return component on that Fair Value Increment.

10 Q. WHAT IS THE PROPER COST RATE TO APPLY TO THE FAIR VALUE

INCREMENT?

12

4.

A. As I indicated previously, from a financial perspective, it should not be necessary to

provide for any return on the Fair Value Increment since this is not investor-supplied

capital. However, I recognize that the Commission might choose to evaluate this issue

from both a financial and a public policy .perspective. I am aware that UNS Electric may

claim that the concept of fair value carries with it the notion that investors should receive

some benefit when fair value is greater than original cost and should suflfler some

detriment when fair value is less than original cost. It is possible that the Commission

may determine that Arizona's fair value provision, which is somewhat unique, is not

inconsistent with these concepts. Nonetheless, the idea that the Company should receive

some benefit from the Fair Value Increment does not mean that one should automatically

apply to the FVRB a WCOC developed by reference to original cost rate base. If it is

determined that it is desirable to provide an additional (non-zero) return on the Fair Value

Increment, the proper return should be no larger than the real (i.e., after inflation is

removed) risk-free rate of return.
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1 Q. WHAT IS THE RISK-FREE RETURN?

2 The risk-free return is, in financial terms, the return on an investment that carries little or

3

4

5

6

7

8

no risk. Risk-free investments are universally defined as U.S. Treasury Securities, with

short-term maturities usually being used as the risk-free rate. Over the past several

months, various maturities of U.S. Treasury securities have yielded from about 0.10

percent (short-term) to 4.5 percent (long-term)in nominal terms. I also note that 2010-

2011 forecasts of U.S. Treasury securities are about 1.0 percent to 5.0 percent. As a

result, I use 5.0 percent as the nominal risk-free rate.

9

10 Q- WHAT IS THE "REAL" RISK-FREE RATE?

11

.1 2

LE

14

15

The concept of real rates involves the removal of the rate of inflation from the nominal

risk-free rate. In 2008, the rate of inflation, as measured by the Consumer Price Index

("CPl'), was 0.1 percent. Forecasts of the CPI for 2009-2010 are about 1.3 percent to 2.1

percent. As a result, I propose to use a 2.0 percent inflation rate for computing the real

risk-free rate, which is computed as follows:

16

17 Nominal Risk-Free Rate 5.0%

18 Less: Inflation Rate 2.0%

19 Equals: Real Risk-Free Rate 3.0%

20

21 Q_ PLEASE EXPLAIN WHY UNS ELECTRIC'S FVROR SHOULD CONSIDER

22 THE REAL RISK-FREE RATE, AS OPPOSED TO THE NOMINAL RISK-FREE

23 RATE.

24 The investors of UNS Electric are already receiving an inflation factor due to the

inclusion of inflation in the FVRB Increment. Specifically, the Fair Value Increment
\ ,

A.

A.

A.
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incorporates inflation by considering the current value of assets, which reflect, in part,

past inflation. It would be double-counting to also include the inflation components in

the return to be applied to the FVRB Increment.

5 Q. WHAT RETURN ON THE FAIR VALUE INCREMENT DO YOU

RECOMMEND IN YOUR ALTERNATIVE FVROR PROPOSAL?

7 My alternative FVROR proposal incorporates a return on the Fair Value Increment with a

maximum value of 3.0 percent, as developed above. However, I wish to emphasize that

this 3.0 percent value is the maximum value that could be applied to the FVRB

Increment. In reality, any value between zero percent and 3.0 percent could be used as

the cost rate on the FVRB Increment. As I stated above, this Fair Value Increment return

is in addition to the return that the Company's investors already cam on their investment

in the Company. In this sense, an above-zero cost rate for the fair value increment

represents a bonus to the Company that would have to rind its justification in policy

considerations instead of in pure economic or financial principles, for that reason, the

selection of an appropriate cost rate within this range should fall to the Commission's

discretion. I would propose the mid-point of this range, or 1.50 percent.

19 Q- WHAT IS THE RESULTING IMPACT OF YOUR ALTERNATIVE PROPOSAL

IN THIS PROCEEDING?

21 I am proposing the following modified FVROR for UNS Electric:

A.

A.

Capital Item
Long-term Debt
Common Equity
FVRB Increment
Total

Percent
36.45%
30.76%
32.79%

100.00%

Cost
7.05%

10.00%
1.50%

Return
2.57%
3.08%
0.34%
5.99%
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As shown in the above table, this alternative proposal provides for a non-zero return on

the Fair Value Increment of UNS Electric, and provides for an overall fair value rate of

return of 5.99 percent on the FVRB.

5

6

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes, it does.
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BACKGROUND AND EXPERIENCE PROFILE
DAVID c. PARCELL, MBA, CRRA
PRESIDENT/SENIOR ECONOMIST

EDUCATION

1985
1970 and State

1969

M.B.A., Virginia Commonwealth University
M.A., Economics, Virginia Polytechnic Institute
University, (Virginia Tech)
B.A., Economics, Virginia Polytechnic
University, (Virginia Tech)

Institute and State

POSITIONS

2007-Present
1995-2007

1993-1995
1972-1993
1969-1972
1968-1969

President, Technical Associates, Inc.
Executive Vice President and Senior Economist, Technical
Associates, Inc.
Vice President and Senior Economist, C. W. Amos of Virginia
Vice President and Senior Economist, Technical Associates, Inc.
Research Economist, Technical Associates, Inc.
Research Associate, Department of Economics,
Polytechnic Institute and State University

Virginia

ACADEMIC HONORS

Omicron Delta Epsilon - Honor Society in Economics
Beta Gamma Sigma - National Scholastic Honor Society of Business Administration
Alpha Iota Delta - National Decision Sciences Honorary Society
Phi Kappa Phi - Scholastic Honor Society

PROFESSIONAL DESIGNATION

Certified Rate of Return Analyst - Founding Member

RELEVANT EXPERIENCE

Financial Economics -- Advised and assisted many Virginia banks and savings and loan
associations on organizational and regulatory matters. Testified approximately 25 times
before the Virginia State Corporation Commission and the Regional Administrator of
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National Banks on matters related to branching and organization for banks, savings and
loan associations, and consumer finance companies. Advised financial institutions on
interest rate structure and loan maturity. Testified before Virginia State Corporation
Commission on maximum rates for consumer finance companies.

Testified before several committees and subcommittees of Virginia General Assembly on
numerous banking matters .

Clients have included First National Bank of Rocky Mount, Patrick Henry National
Bank, Peoples Bank of Danville, Blue Ridge Bank, Bank of Essex, and Signet Bank.

Published articles in law reviews and other periodicals
banking/financial services industry.

on structure and regulation of

Utility Economics -- Performed numerous financial studies of regulated public utilities.
Testified in over 300 cases before some thirty state and federal regulatory agencies.

Prepared numerous rate of return studies incorporating cost of equity determination based
on DCF, CAPM, comparable earnings and other models. Developed procedures for
identifying differential risk characteristics by nuclear construction and other factors.

Conducted studies with respect to cost of service and indexing for determining utility
rates, the development of annual review procedures for regulatory control of utilities, fuel
and power plant cost recovery adjustment clauses, power supply agreements among
affiliates, utility franchise fees, and use of short-term debt in capital structure.

Presented expert testimony before federal regulatory agencies Federal Energy Regulatory
Commission, Federal Power Commission, and National Energy Board (Canada), state
regulatory agencies in Alabama, Alaska, Arizona, Arkansas, California, Connecticut,
Delaware, District of Columbia, Florida, Georgia, Hawaii, Illinois, Indiana, Kansas,
Kentucky, Maine, Maryland, Missouri, Nebraska, Nevada, New Hampshire, New Jersey,
New Mexico, Ohio, Oklahoma, Ontario (Canada), Pennsylvania, South Carolina, Texas,
Utah, Vermont, Virginia, West Virginia, Washington, Wisconsin, and Yukon Territory
(Canada).

Published articles in law reviews and other periodicals on the theory and purpose of
regulation and other regulatory subjects.

Clients served include state regulatory agencies in Alaska, Arizona, Delaware, Missouri,
North Carolina, Ontario (Canada), and Virginia, consumer advocates and attorneys
general in Alabama, Arizona, District of Columbia, Florida, Georgia, Hawaii, Illinois,
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Indiana, Kansas, Kentucky, Maryland, Nevada, New Mexico, Ohio, Oklahoma,
Pennsylvania, South Carolina, Texas, Utah, Vermont, Virginia, and West Virginia,
federal agencies including Defense Communications Agency, the Department of Energy,
Department of the Navy, and General Services Administration, and various organizations
such as Bath Iron Works, Illinois Citizens' Utility Board, Illinois Governor's Office of
Consumer Services, Illinois Small Business Utility Advocate, Wisconsin's Environmental
Decade, Wisconsin's Citizens Utility Board, and Old Dominion Electric Cooperative.

Insurance Economics -- Conducted analyses of the relationship between the investment
income earned by insurance companies on their portfolios and the premiums charged for
insurance. Analyzed impact of diversification on financial strength of Blue Cross/Blue
Shield Plans in Virginia.

Conducted studies of profitability and cost of capital for property/casualty insurance
industry. Evaluated risk of and required return on surplus for various lines of insurance
business.

Presented expert testimony before Virginia State Corporation Commission concerning
cost of capital and expected gains from investment portfolio. Testified before insurance
bureaus of Maine, New Jersey, North Carolina, Rhode Island, South Carolina and
Vermont concerning cost of equity for insurance companies.

Prepared cost of capital and investment income return analyses for numerous insurance
companies concerning several lines of insurance business. Analyses used by Virginia
Bureau of Insurance for purposes of setting rates.

Special Studies -- Conducted analyses which evaluated the financial and economic
implications of legislative and administrative changes. Subject matter of analyses include
returnable bottles, retail beer sales, wine sales regulations, taxi-cab taxation, and bank
regulation. Testified before several Virginia General Assembly subcommittees.

Testified before Virginia ABC Commission concerning economic impact of mixed
beverage license.

Clients include Virginia Beer Wholesalers, Wine Institute, Virginia Retail Merchants
Association, and Virginia Taxicab Association.

Franchise, Merger & Anti-Trust Economics -- Conducted studies on competitive impact
on market structures due to joint ventures, mergers, franchising and other business
restructuring. Analyzed the costs and benefits to parties involved in mergers. Testified
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in federal courts and before banking and other regulatory bodies concerning the structure
and performance of markets, as well as on the impact of restrictive practices.

Clients served include Dominion Bankshares, asphalt contractors, and law firms.

Transportation Economics -- Conducted cost of capital studies to assess profitability of
oil pipelines, trucks, taxicabs and railroads. Analyses have been presented before the
Federal Energy Regulatory Commission and Alaska Pipeline Commission in rate
proceedings. Served as a consultant to  the Rail Services Planning Office on the
reorganization of rail services in the U.S.

Economic Loss Analyses -- Testified in federal courts, state courts, and other adjudicative
forums regarding the economic loss sustained through personal and business injury
whether due to bodily hand, discrimination, non-performance, or anticompetitive
practices. Testified on economic loss to a commercial bank resulting from publication of
adverse information concerning solvency. Testimony has been presented on behalf of
private individuals and business firms.

MEMBERSHIPS

American Economic Association
Virginia Association of Economists
Richmond Society of Financial Analysts
Financial Analysts Federation
Society of Utility and Regulatory Financial Analysts

Board of Directors 1992-2000
Secretary/Treasurer 1994-1998
President 1998-2000

RESEARCH ACTIVITY

Books and Major Research Reports

"Stock Price As An Indicator of Performance," Master of Arts Thesis, Virginia Tech,
1970

"Revision of the Property and Casualty Insurance Ratemaking Process Under Prior
Approval in the Commonwealth of Virginia," prepared for the Bureau of Insurance of the
Virginia State Corporation Commission, with Charles Schotta and Michael J. Ilea, 1971
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"An analysis of the Virginia Consumer Finance Industry to Determine the Need for
Restructuring the Rate and Size Ceilings on Small Loans in Virginia and the Process by
which They are Governed," prepared for the Virginia Consumer Finance Association,
with Michael J. Ilea, 1973

State Banks and the State Corporation Commission:
Associates, Inc., 1974

A Historical Review, Technical

"A Study of the Implications of the Sale of Wine by the Virginia Department of
Alcoholic Beverage Control", prepared for the Virginia Wine Wholesalers Association,
Virginia Retail Merchants Association, Virginia Food Dealers Association, Virginia
Association of Chain Drugstores, Southland Corporation, and the Wine Institute, 1983 .

"Performance and Diversification of the Blue Cross/Blue Shield Plans in Virginia: An
Operational Review", prepared for the Bureau of Insurance of the Virginia State
Corporation Commission, with Michael J. Ilea and Alexander F. Skidpan, 1988.

The Cost of Capital - A Practitioners' Guide, Society of Utility and Regulatory Financial
Analysts, 1997 (previous editions in 1991, 1992, 1993, 1994, and 1995).

r
I

Papers Presented and Articles Published

"The Differential Effect of Bank Structure on the Transmission of Open Market
Operations," Western Economic Association Meeting, with Charles Schotta, 1971

"The Economic Obj ectives of Regulation: The Trend in Virginia," (with Michael J. Ilea),
William and Marv Law Review, Vol. 14, No. 2, 1973

"Evolution of the Virginia Banking Structure, 1962-1974: The Effects of the Buck-
Holland Bill", (with Michael J. Ilea), William and Marv Law Review, Vol. 16, No. 3,
1975

"Banking Structure and Statewide Branching: The Potential for Virginia", William and
Marv Law Review, Vol. 18,No. l, 1976

"Bank Expansion and Electronic Banking: Virginia Banking Structure Changes Past,
Present, and Future," William and Marv Business Review," Vol. 1, No. 2, 1976

"Electronic Banking - Wave of the Future?" (with James R. Marchand), Journal of
Management and Business Consulting, Vol. l, No. 1, 1976

/
I
\
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"The Pricing of Electricity" (with James R. Marchand), Journal of Management and
Business Consulting, Vol. l, No. 2, 1976

"The Public Interest - Bank and Savings and Loan Expansion in Virginia" (with Richard
D. Rogers),University of Richmond Law Review, Vol. l1, No. 3, 1977

"When Is It In the 'Public Interest' to Authorize a New Bank'?", University of Richmond
Law Review, Vol. 13,No. 3, 1979

"Banking Deregulation and Its Implications on the Virginia Banking Structure," William
and Marv Business Review, Vol. 5, No. 1, 1983

"The Impact of Reciprocal Interstate Banking Statutes on The Performance of Virginia
Bank Stocks", with William B. Harrison, Virginia Social Science Journal, Vol. 23, 1988

"The Financial Performance of New Banks in Virginia", Virginia Social Science Journal,
Vol. 24, 1989

"Identifying and Managing Community Bank Performance After Deregulation", with
William B. Harrison, Journal of Managerial Issues, Vol. II, No. 2, Summer 1990

"The Flotation Cost Adjustment To Utility Cost of Common Equity - Theory,
Measurement and Implementation," presented at Twenty-Fifth Financial Forum, National
Society of Rate of Return Analysts, Philadelphia, Pennsylvania, April 28, 1993 .

Biography of Moon Edison Bristow, Dictionary of Virginia Biography, Volume 2, 2001 .
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UNS ELECTRIC INC
TOTAL COST OF CAPITAL

Item Percent Cost . Weighted Cost

Long-Term Debt 54.24% 7.05% 3.82%

Common Equity 45.76% 9.50% 10.50% 4.35% 4.80%

Total 100.00% 8.17% 8.63%

8.40% With 10.0% ROE



I

I

l

a n

I

|.

Exhibit (DCP-1 )
Schedule 2
Page 1 of e

ECONOMIC INDICATORS

Year

Real
GDP

Growth*

Industrial
Production

Growth

Un-
employment

Rate
Consumer
Price Index

Producer
Price Index

1975 - 1982 Cycle

1975

1976

1977

1978

1979

1980

1981

1982

-1.1%
5.4%
5.5%
5.0%
2.8%
-0.2%
1.8%
_2.1%

-8.9%
10.8%
5.9%
5.7%
4,4%
-1 .9%
1.9%
-4.4%

8.5%
7.7%
7.0%
6.0%
5.8%
7.0%
7.5%
9.5%

7.0%
4.8%
6.8%
9.0%

13.3%
12.4%
8.9%
3.8%

6.6%
3.7%
6.9%
9.2%

12.8%
11.8%
7.1%
3.6%

1983 - 1991 Cycle
1983

1984

1985

1986

1987

1988

1989

1990

1991

4.0%
6.8%
3.7%
3.1%
2.9%
3.8%
3.5%
1.8%
-0.5%

3.7%
9.3%
1.7%
0.9%
4.9%
4.5%
1.8%
-0.2%
-2.0%

9.5%
7.5%
7.2%
7.0%
6.2%
5.5%
5.3%
5.6%
6.8%

3.8%
3.9%
3.8%
1.1%
4.4%
4.4%
4.6%
6.1%
3.1%

0.6%
1.7%
1.8%
-2.3%
2.2%
4.0%
4.9%
5.7%
-0.1%

1992 - 2001 Cycle
1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

3.0%
2.7%
4.0%
2.5%
3.7%
4.5%
4.2%
4.8%
4.1%
1.1%

3. 1 %
3.3%
5.4%
4.8%
4.3%
7.2%
e. 1 %
4.3%
4.2%
-3.4%

7.5%
6.9%
6.1%
5.6%
5.4%
4.9%
4.5%
4.2%
4.0%
4.7%

2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
1.6%
2.7%
3.4%
1.6%

1.6%
0.2%
1.7%
2.3%
2.8%
-1 .2%
0.0%
2.9%
3.6%
-1 .6%

Current Cycle
2002
2003
2004
2005
2006
2007
2008

1.8%
2.5%
3.6%
3.1 %
2.7%
2.1 %
0.4%

-0.1%
1.3%
2.5%
3.3%
2.3%
1.5%
-2.2%

5.8%
6.0%
5.5%
5.1%
4.6%
4.6%
5.8%

2.4%
1.9%
3.3%
3.4%
2.5%
4.1%
0.1%

1.2%
4.0%
4.2%
5.4%
1.1%
6.2%
-0.9%

;

\ *GDP=Gross Domestic Product

Source: Council of Economic Advisors, Economic Indicators, various issues.
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ECONOMIC INDICATORS

Yea r

Real
GDP

Growth*

Industrial
Production

Growth

Un-
employment

Rate
Consumer
Price Index

Producer
Price Index

2002
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

2.7%
2.2%
2.4%
0.2%

-3.8%
-1 .2%
0.8%
1.4%

5.6%
5.9%
5.8%
5.9%

2.8%
0.9%
2.4%
1.6%

4.4%
-2.0%
1.2%
0.4%

2003
1st Qtr,
2nd Qtr.
3rd Qtr.
4th Qtr.

1.2%
3.5%
7.5%
2.7%

1.1%
-0.9%
-0.9%
1.5%

5.8%
6.2%
6.1%
5.9%

4.8%
0.0%
3.2%
-0.3%

5.6%
-0.5%
3.2%
2.8%

2004
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

3.0%
3.5%
3.5%
2.5%

2.8%
4.9%
4.6%
4.3%

5.6%
5.6%
5.4%
5.4%

5.2%
4.4%
0.8%
3.6%

52%
4.4%
0.8%
7.2%

2005
1st Qtr.
2nd Qtr.
3rd Qtr,
4th Qtr.

4.1%
1.7%
3.1%
2.1%

3.8%
3.0%
2.7%
2.9%

5.3%
5.1%
5.0%
4.9%

4.4%
1.6%
8.8%
-2.0%

5.6%
-0.4%
14.0%
4.0%

2006
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr,

5.4%
1.4%
0.1%
3.0%

3.4%
4.5%
5.2%
3.5%

4.7%
4.6%
4.7%
4.5%

4.8%
4.8%
0.4%
0.0%

-0.2%
5.6%
-4.4%
3.5%

2007
1st Qtr.
2nd Qtr.
3rd Qtr,
4th Qtr.

1.2%
3.2%
3.6%
2.1%

2.5%
1.6%
1.8%
1.7%

4.5%
4.5%
4.6%
4.8%

4.8%
5.2%
1.2%
5.6%

6.4%
6.8%
1.2%
12.8%

2008
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

-0.7%
1.5%
-2.7%
-5.4%

1.8%
-0.4%
-3.2%
-67%

4.9%
5.4%
6.1%
6.9%

2.8%
7.6%
2.8%

-13.2%

9.6%
14.0%
-0.4%
-28.4%

2009
1st Qtr.
2nd Qtr,
3rd Qtr.

-6.4%
-0,7%

-11 .6%
-13.0%

84%
9.3%
9.6%

2.4%
3.2%

-1.2%
8.8%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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INTEREST RATES

Year
Prime
Rate

US Treas
T Bills

3 Month

US Treas
T Bonds
10 Year

Utility
Bonds
Aaa

Utility
Bonds

Aa

Utility
Bonds

A

Utility
Bonds
Baa

1975 - 1982 Cycle

1975
1976
1977
1978
1979
1980
1981
1982

7.86%
6.84%
6.83%
9.06%
12.67%
15.27%
18.89%
14.86%

5,84%
4.99%
5.27%
7.22%
10.04%
11.51 %
14.03%
10.69%

7.99%
7.61 %
7.42%
8.41 %
9.44%
11 .46%
13.93%
13.00%

9.03%
8.53%
8.19%
8.87%
9.86%
12.30%
14.64%
14.22%

9.44%
8.92%
8.43%
9.10%
10.22%
13.00%
15.30%
14.79%

10.09%
9.29%
8.61 %
9.29%

10.49%
13.34%
15.95%
15.86%

10.96%
9.82%
9.06%
9.62%
10.96%
13.95%
16.60%
16.45%

1983 - 1991 Cycle

1983
1984
1985
1986
1987
1988
1989
1990
1991

10.79%
12.04%
9.93%
8.33%
8.2t%
9.32%
10.87%
10.01%
8.46%

8.63%
9.58%
7.48%
5.98%
5.82%
6.69%
8.12%
7.51%
5.42%

11 .10%
12.44%
10.62%
7.68%
8.39%
8.85%
8.49%
8.55%
7.86%

12.52%
12.72%
11 .68%
8.92%
9.52%
10.05%
9.32%
9.45%
8.85%

12.83%
13.66%
12.06%
9.30%
9.77%

10.26%
9.56%
9.65%
9.09%

13.66%
14.03%
12.47%
9.58%
10. 10%
10.49%
9.77%
9.86%
9.36%

14.20%
14.53%
12.96%
10.00%
10.53%
11.00%
9.97%

10.06%
9.55%

1992 - 2001 Cycle

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

6.25%
8.00%
7.15%
8.83%
8.27%
8.44%
8.35%
8.00%
9.23%
6.91 %

3.45%
3.02%
4.29%
5.51%
5.02%
5.07%
4.81%
4.66%
5.85%
3.45%

7.01 %
5.87%
7.09%
6.57%
6.44%
6.35%
5.26%
5.65%
6.03%
5.02%

8.19%
7.29%
8.07%
7.68%
7.48%
7.43%
6.77%
7.21%
7.88%
7.47%

8.55%
7.44%
8.21%
7.77%
7.57%
7.54%
6.91%
7.51%
8.06%
7.59%

8.69%
7.59%
8.31 %
7.89%
7.75%
7.60%
7.04%
7.62%
8.24%
7.78%

8.86%
7.91 %
8.63%
8.29%
8.16%
7.95%
7.26%
7.88%
8.36%
8.02%

Current Cycle

2002
2003
2004
2005
2006
2007
2008

4.67%
4.12%
4.34%
6.19%
7.96%
8.05%
5.09%

1.62%
1.02%
1.38%
3.16%
4.73%
4.41%
1.48%

4.61 %
4.01 %
4.27%
4.29%
4.80%
4.63%
3.66%

[1] 7.19%
6.40%
6.04%
5.44%
5.84%
5.94%
6.18%

7.37%
6.58%
6.16%
5.65%
6.07%
6.07%
6.53%

8.02%
6.84%
6.40%
5.93%
6.32%
6.33%
7.25%

[1] Note: Moody's has not published Ala utility bond yields since 2001.

Sources: Council of Economic Advisors, Economic indicators; Moody's Bond Record, Federal
Reserve Bulletin, various issues.
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US Treas
T Bills

3 Month

UP Trans
T Bonds
10 Year

Utility
Bonds

As

Utility
Bonds

A

Utility
Bonds
BaaYear

P rime
Rate

""!"""""-1.

zoos
Jan
Feb
Mar
Apr
May
June
July
Aug
Sep!
O f
Nov
Dec

4.25%
4.25%
4.25%
425%
4.25%
4.00%
4.00%
4.80%
4.00%
4.00%
4 .00"/u
4 .of%

1.17%
1.16%
1.13%
1 .14%
l.08%
0.95%
0.90%
0.96%
0.95%
0.93%
0.94%
0.90%

4.05%
3.90%
3.81%
3.96%
3.57%
3.33%
3.98%
4.45%
4.27%
4.29%
4.30%
4.27%

6.87%
5.65%
5.58%
6.47%
6.20%
5.12%
6.37%
5.48%
5.30%
5.28%
5.25%
6.18%

7.05%
6.93%
5.79%
6.64%
5.35%
6.21%
6.57%
5.78%
6.56%
6.43%
6.37%
6.27%

1.41%
1.11%
7.05%
5.94%
E.4'I*
5_3l)*
E.S7*
1.04%
s.l1%
s.1s%
s.ss%
s.s1%

4.00%
4.00%
4.00%
4.00%
4.00%
4.00%
4.25%
4.50%
4.75%
4.75%
5.00%
5.25%

0.89%
0.92%
0.94%
0.94%
1.04%
1.27%
1.35%
1 pa%
1.55%
1.75%
2.05%
2.20%

4.15%
4.08%
3.83%
4.35%
4.72%
4.73%
4.50%
428%
4.13%
4.10%
4.19%
4.23%

6.06%
5.10%
5.93%
5.33%
6.65%
5.30%
5.09%
5.95%
5.79%
5.74%
5.78%
5.78%

6.15%
5.15%
5.97%
5.35%
6.52%
5.45%
6.27%
5.14%
5.98%
5.94%
5.97%
5.92%

E.4?°/0
62B%
5.12%
6.46%
5.75%
6.84%
6.57%
5.45%
5.27%
5.17%
S.1S%
5.10%

zo04
Jan
Feb
Mar
Apr
M ay
June
JU*Y
Aus
Sept
O f
Nov
Dec

2005
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
Oct
Nov
Dec

zoos

5.25%
5.50%
5.75%
5.75%
5.00%
6.25%
6.25%
6.50%
6.75%
6.75%
7.00%
7.25%

2.32%
2.53%
2.75%
2.79%
2.B8%
239%
3.22%
3.45%
3.47%
3.70%
3.90%
3.89%

4.22%
4.17%
4.50%
4.34%
4.14%
4.00%
4.1B%
4.26%
4.20%
4.46%
4.54%
4.47%

5.58%
5.55%
5.75%
5.56%
5.39%
5.05%
5.18%
5.23%
52?%
5.50%
5.59%
5.55%

5.78%
5.51%
5.53%
5.54%
5.53%
5.40%
5.51%
5.50%
5.52%
5.79%
5.88%
5.80%

5.95%
5.76%
5.01 %
5.95%
5.B8%
5.70%
5.a1 %
5.80%
5.83%
6.08%
6.19%
5.14%

Jan

Feb
Mar

Apr
M ay

June

JU*Y

Aug
Sep!
o n

Nov
Dec

7.50%
7.50%
7.75%
7.75%
8.00%
8.25%
8.25%
8.25%
8.25%
8.25%
B.25%
8.25%

4.20%
4.41%
4.51%
4.53%
4.72%
4.79%
4.96"/o
4.98%
4.82%
4.89%
4.95%
4.55%

4.4290
4.57%
4.72%
4.99%
5.11%
5.11 %
5.09%
4.88%
4.?2%
4.73%
4.60%
4.55%

5.50%
s.55°/.
5.71%
6.02%
6.15%
5.15%
5.13%
5.97%
5.81%
5.80%
5.61%
5.52%

5.75%
5.B2%
5.98%
5.29%
6.42%
5.40%
5.3?%
5.20%
6.00%
5.98%
s.ao%
5.81%

6.06%
8.11%
5.26%
6.54%
6.59%
6.51 %
6.51 "A
5.43%
6.26%
6.24%
5.04%
6.05%

2001
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
om
Nov
Dec

a.25° /.
8.25%
8.25%
8.25%
8.25%
B25%
8.25%
8.25%
7.75%
7.50%
7.50%
7.25%

4.96%
5.02%
4.57%
4.a8%
4.77%
4.53%
4.84%
4.34%
4.01 %
3.97%
3.49%
3.08%

4.75°/»
4.72%
4.56%
4.59%
4.75%
5.10%
5.00%
4.67%
4.52%
4.53%
4.15%
4.10%

5.78%
5.73%
5.66%
5.83%
5.B5%
6.18%
5.11%
6.11%
5.10%
5.04%
5.B7%
6.03%

5.95%
5.90%
5.85%
5.97"/»
5.99%
6.30%
6.25%
6.24%
6.18%
S.t1%
5.97%
5.16%

6.15%
6.10%
6.10%
524%
5.23%
6.54%
6.49%
6.51%
6.45%
5.35%
6.27%
6.51 %

zoos
Jan
Feb
Mar
Apr
May
June
JU*Y
Ava
Sept
O f
Nov
Dec

6.00%
5.00%
5.25%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
4.00%
4.00%
3.25%

2.as%
221 %
1.3B%
1.32%
1.71%
1.90%
1.72%
1.79%
1.45%
l3.B4%
0.30%
0.04%

3.74%
3.74%
3.51%
3.68%
3.BB%
4.10%
4.01%
3.89%
3.59%
3.81%
3.53%
2.42%

5.87%
5.04%
5.99%
5.99%
6.0?%
6.19%
6.13°/.
5.09%
5.13%
5.95%
5.83%
5.93%

502%
6.21%
5.21 v.
6.29%
5.27%
8.38%
6.40%
6.37%
5.49%
7.55"/u
7.80"/a
8.54%

5.35%
5.60%
5.58%
5.82%
6./9%
8.93%
8.97"/o
5.98%
7.15%
8.58%
B.9B%
B.13%

2005

Jan
Feb

Mar
Apr
May

June
July
Aug

Sept

3.25%
3.25%
3.25%
3.25%
3.25%
2.25%
3.25%
3.25%
3.25%

0.12%
0.31%
0.25%
0.17%
0.15%
0.17%
0.1 Q*/l
0.18%
0.13%

252%
2.B7%
282%
2.93%
329° /a
3.72%
3.56%
3.59%
3.40%

6.01%
6.11%
5.14%
6.20%
5.23%
6.13%
5.63%
5.33%
5.15%

6.39%
5.30%
6.42%
e4a%
5.49%
6.20%
5.97%
5.71%
5.53%

7.90%
7.74%
8.00%
8.03%
7.76%
7.30%
6.57%
5.35%
S.t2%

Note: Mondyls has not published A l a utllily bond yields since 2001 .

Sources: Council of Economic Advisors, Economic Indicators, Moody's Bond Record, Federal

Reserve Bulletin, various issues.
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STOCK PRICE INDICATORS

Year
S&P NASDAQ

Composite [1] Composite [1] DJIA
S&P
DIP

S&P
EIP

1975 - 1982 Cycle
1975
1976
1977
1978
1979
1980
1981
1982

802.49
974.92
894.63
820.23
844.40
891 .41
932.92
884,36

4.31 %
3.77%
4.52%
5.28%
5.47%
5.26%
5.20%
5.81 %

9.15%
8.90%

10.79%
12.03%
13.46%
12.66%
11.96%
11.60%

1983 - 1991 Cycle
1983

1984

1985

1986

1987

1988

1989

1990

1991

[1]
322.84
334.59
376.18

[1]

4.40%
4.64%
4.25%
3.49%
3.08%
3.64%
3.45%
3.61%
3.24%491.69

1 ,190.34
1 ,"l78.48
1,328.23
1,792.76
2,275.99
2,060.82
2,508.91
2,678.94
2,929.33

8.03%
10.02%
8.12%
6.09%
5.48%
8.01 %
7.41%
S_47%
4.79%

1992 - 2001 Cycle
1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

415.74
451.21
460.42
541.72
670.50
873.43

1,085.50
1,327.33
1,427.22
1 ,194.18

599.26
715.16
751.65
925.19

1,164.96
1,469.49
1,794.91
2,728.15
3,783.67
2,035.00

3,284.29
3,522.06
3,793.77
4,493.76
5,742.89
7,441.15
8,625.52

10,464.88
10,734.90
10,189.13

2.99%
2.78%
2.82%
2.56%
2.19%
1.77%
1.49%
1.25%
1.15%
1.32%

4.22%
4.46%
5.83%
6.09%
5.24%
4.57%
3.46%
3.17%
3.63%
2.95%

Current Cycle
2002
2003
2004
2005
2006
2007
2008

993.94
965.23

1,130.65
1.207.23
1,310.45
1,477.19
1,220.04

1,539.73
1,647.17
1,986.53
2,099.32
2,263.41
2,578.47
2,161.65

9,226.43
8,993.59

10,317.39
10,547.67
11,408.67
13,169.98
11,252.62

1.61%
1.77%
1.72%
1.83%
1.87%
1.86%
2.37%

2.92%
3.84%
4.89%
5.36%
5.78%
5.29%
3.55%

/ [1] Note: this source did not publish the S84P Composite prior to 1988 and the NASDAQ
Composite prior to 1991 .

Source: Council of Economic Advisors, Economic Indicators, various issues.
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STOCK PRICE INDICATORS

YEAR
S&P

Composite
NASDAQ

Composite DJIA
S&P
D/P

S&P
E/P

2002
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,131.56
1,068.45
894.65
887.91

1,879.85
1.641.53
1,308.17
1,346.07

10,105.27
9,912.70
8,487.59
8,400.17

1.39%
1.49%
1.76%
1.79%

2.15%
2.70%
3.68%
3.14%

2003
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

860.03
938.00

1 ,000.50
1,056.42

1,350.44
1,521 .92
1,765.96
t,934.71

8,122.83
8,684.52
9,310.57
9,856.44

1.89%
1.75%
1.74%
1.69%

3.57%
3.55%
3.87%
4.38%

2004
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr,

1,133.29
1,122.87
1,104.15
1,162.07

2.041,95
1,984.13
1,872.90
2,050.22

10.488.43
10,289.04
10,129.85
10,362.25

1.64%
1.71 %
1.79%
1.75%

4.62%
4.92%
5.18%
4.83%

2005
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,191,98
1,181.65
1,225.91
1,262.07

2,056.01
2,012.24
2,144.61
2,246.09

10,648.48
10,382,35
10,532.24
10,827.79

1.77%
1.85%
1.83%
1.86%

5.11%
5.32%
5.42%
5.60%

2006
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1 ,283.04
1 ,281 .77
1 ,288.40
1 ,389.48

2,287,97
2,240.46
2,141.97
2,390.26

10,996.04
11,188.84
11,274.49
12.175.30

1.85%
1.90%
1.91%
1.81%

5.61 %
5.86%
5.88%
5.75%

2007
1 st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1 ,425,30
1 ,496.43
1 ,490.81
1 ,494.09

2,444.85
2,552.37
2,609.68
2,701.59

12,470.97
13,214.26
13,488.43
13,502.95

1.84%
1.82%
1.86%
1.91%

5.85%
5.65%
5.15%
4.51%

2008
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,350.19
1,371.65
1,251.94
909.80

2,332.91
2,426.26
2,290.87
1,599.64

12,383.86
12,508.59
11,322.40
8,795.61

2.11%
2.10%
2.29%
2.98%

4.57%
4.01%
3.94%
1.65%

2009
1st Qtr.
2nd Qtr.
3rd Qtr.

809.31
892,23
996.70

1,485.14
1,731.41
996.70

7,774.06
8,327.83
9,229.93

3.00%
2.45%
2.16%

0.86%
0.82%

!" v
Q

[1] Note: this source did not publish the S&P Composite prior to 1988 and the NASDAQ
Composite prior to 1991 .

Source: Council of Economic Advisors, Economic Indicators, various issues.
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UNISOURCE ENERGY CORPORATION
SEGMENT FINANCIAL INFORMATION

2006 - 2008
($miIlions)

Segment
Operating
Revenues

Operating
Income

Total
Assets

2006

Tucson Electric Power Co $989
75.5%

$216
90.0%

$2,623
82.3%

UNS Gas $162
12.4%

$13
5.4%

$253
7.9%

UNS Electric $160
12.2%

$13
5.4%

$195
6.1%

All Other $14
1.1% 0.0%

$1,038
32.6%

Unisource Energy $1,308 $240 $3,187

2007

Tucson Electric Power Co $1,071
77.6%

$189
88.7%

$2,573
80.8%

L
J

UNS Gas $151
10.9%

$12
5.6%

$275
8.7%

UNS Electric $169
12.2%

$12
5.6%

$231
7.3%

All Other $12
0.9% 00%

$1,077
33.8%

Unisource Energy $1,381 $213 $3.186

2008

Tucson Electric Power Co $1 ,079
77.2%

$107
73.8%

$2,842
81.0%

UNS Gas $174
12.4%

$20
13.8%

$294
8,4%

UNS Electric $195
138°/o

$12
8.3%

$285
8.1%

All Other $23
1.6% 0.0%

$1 ,061

30.2%

Unisource Energy $1,398 $145 $3,510

UNS Gas, TEP and UNS Electric figures do not total to Uri source Energy consolidated
figures due to other activities of Unisource Energy.

Source: Uri source Energy Corporation 2008 Form 10-K.
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UNS ELECTRIC
CAPITAL STRUCTURE RATIOS

2003 nm 2009
( $ m i l I i o n s )

YEAR
COMMON
EQUITY

LONG-TERM
DEBT

SHORT-TERM
DEBT

2004 $40,900
40.3%
40.5%

$60,000
59.1%
59.5%

$600
0.6%

2005 $60,000
54.3%
54.6%

$500
0.5%

r

$49,900
45.2%
45.4%

2006 $64,900
45.0%
45.1%

$79,000
54.7%
54.9%

$400
0.3%

2007 $79,800
48.0%
48.1%

$86,000
51.7%
51.9%

$400
0.2%

2008 $83,800
43.6%
43.7%

$108,000
56.3%
56.3%

$200
0.1%

June 30,2009 $86,000
46.2%
46.2%

$100,000
53.7%
53.8%

$200
0.1%

q

Source: Response to STF 7.2
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UNISOURCE ENERGY CORP
CAPITAL STRUCTURE RATIOS

2003 _ 2008
($millions)

YEAR
COMMON
EQUITY

LONG-TERM
DEBT

SHORT-TERM
DEBT

2004 $581
31.6%
31.6%

$1 ,258
68.4%
68.4%

$0
0.0%

2005 $617
33.6%
33.7%

$1,212
66.1%
66.3%

$5
0.3%

2006 $654
34.9%
35.8%

$1,171
62.5%
64.2%

$50
2.7%

2007 $690
40.7%
41 .0%

$994
58.7%
59.0%

$10
0.6%

2008 $679
33.9%
34.1%

$1,314
65.6°/o
65.9°/o

$10
0.5%

Source: Unisource Energy Corporation 2008 Form 10-K.
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UNISOURCE ENERGY AND UTILITY SUBSIDIARIES
CAPITAL STRUCTURE RATIOS

2008
($miIlions)

YEAR
COMMON
EQUITY

LONG-TERM
DEBT

SHORT-TERM
DEBT

Unisource
Energy

consolidated

$679.3
33.9%
34.1%

$1,313,6
65.6%
65.9%

$10.0
0.5%

UNS Gas $96.7
49.2%
49.2%

$100.0
50.8%
50.8%

$0
0.0%

UNS Electric $83.8
21 .4%
43.7%

$108.0
27.6%
56.3%

$200
51 .0%

TEP $583.6
39.0%
39.2%

$903.6
60.4%
60.8%

$10.0
0.7%

Source for Unisource Energy Consolidated and TEP is 2008 10-K
Source for UNS Gas and UNS Electric is Response to STF 7.2.
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Exhibit (DCP-1 )
Schedule 5

PROXY GROUPS
COMMON EQUITY RATIOS

COMPANY 2004 2005 2006 2007 2008 Average 2012-2014

Parcell Proxy Group

Avista Corp.
Hawaiian Electric Industries, Inc
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings, Inc.
TECO Energy, Inc,
Westar Energy, Inc.

41 .9%
51 .0%
34.0%
53.3%
39.6%
24.9%
45.5%

40.6%
53.3%
35.1%
56.8%
42.3%
30.0%
47.2%

46.3%
48.6%
39.7%
51 .6%
45.1%
35.0%
49.3%

59.0%
51 .0%
39.2%
53.0%
45.9%
39.0%
48.9%

51 .9%
52.7%
38.1%
53.2%
43.8%
38.5%
49.7%

47.9%
51.3%
37.2%
53.6%
43.3%
33.5%
48.1%

50.0%
55.0%
44.0%
50.0%
48.5%
41 .5%
52.5%

Average 41.5% 43.6% 45.1% 48.0% 46.8°/o 45.0% 488%

Pritz Comparable Company Group

61.8%
59.1%
48.7%
51 .0%
62.6%
34.0%

60.9%
58.0°/>
49.0%
53.3%
60.7%
35.1%

64.9%
58.8%
50.3%
48.6%
61 .3%
39.7%

64.4%
55.2%
49.9%
51 .0%
64.8%
39.2%

58.4%
54.6%
46.4%
52.7%
63.7%
38.1 %

62.1 %
57.1%
48.9%
51 .3%
62.6%
37.2%

5'l .5%
48.5%
49.0%
55.0%
65.0%
44.0%

ALLETE, Inc.
CH Energy Group, Inc.
Empire District Electric Co,
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
NSTAR
Portland General Electric
UIL Holdings

40.2%
58.9%
52.8%

38.6%
57.7° />
52.8° /o

39.7%
56.6%
53.0%

40.1 %
50.1 %
49.2%

42.8%
53.8%
46.4%

40.3%
55.4%
50.8%

54.0° /o
50.5° /o
48.0%

Average 52.1% 51.8% 52.5% 51.5% 50.8% 51.8% 51.7%

Source: Value Line.
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Exhibit (DCP-1 )
Schedule 6

PROXY COMPANIES

Company

Market Percent Reg
Capitalization Elem or Gas
($ millions) Revenues

Common
Equity
Ratio

Value
Line

Safety

S&P
Bond
Rating

Moody's
Bond
Rating

Uri source Energy $975,000 84% 39% 3 NR NR

Parnell Proxy Group

J

Avista Corp.
Hawaiian Electric Industries, Inc.
Northeast Utilities .
Pinnacle West Capital Corp.
Pep co Holdings, Inc.
TECO Energy, Inc.
Westar Energy, Inc.

$1 ,000,000
$1 ,600,000
$3,600,000
$3,300,000
$3,100,000
$2,800,000
52,300,000

53%
98%
81 %
97%
50%
63%
71%

54%
46%
41 %
45%
43%
39%
44%

3
3
3
3
3
3
2

BBB+.
BBB
BBB+
BBB-
A-

BBB
BBB-

Baal
Baa2

AS

Baan
Baal
Baal
Baa2

Pritz Comparable Company Group

$1 ,100,000
$750,000
$625,000

$1 ,600,000
$850,000

$4,100.000

90%
49%
86%
98%
59%
81%

58%
49%
43%
46%
64%
41%

2
1
3
3
1
3

A-

A
BBB+
BBB
AA-

BBB+

A2
A2

Baal
Baan
Aar
AS

ALLETE, Inc.
CH Energy Group, Inc.
Empire District Electric Co.
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
NSTAR
Portland General Electric
UlL Holdings

$3,400,000
$1 ,400,000
$775,000

80%
98%
100%

43%
49%
45%

1

2

2

AA-
A

NR

AL
Baal
Baa2

Sources: AUS Utility Reports, Value Line.

. . .
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Exhibit (DCP-1 )
Schedule 7
Page 1 of 4

COMPARISON COMPANIES
DIVIDEND YIELD

July
COMPANY

Qtr
DPS DPS

-- September, 2009
HIGH LOW AVERAGE YIELD

Purcell Proxy Group

Avista Corp.
Hawaiian Electric industries, inc.
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings, Inc.
TECO Energy, Inc.
Westar Energy, Inc.

$0.21
$0.31
$0.24
$0.53
$0.27
$0.20
$0.30

$0.84
$1 .24
$0.95
$2.10
$1.08
$0.80
$1 .20

$20.83
$19.45
$24.78
$33.71
$15.37
$14.64
$21.56

$17.59
$1650
$21.11
$28.87
$12.85
$11.16
$17.91

$1921
$17.98
$22.95
$31.29
$14.11
$12.90
$1974

4.4%
6.9%
4.1%
6.7%
7.7%
6.2%
6.1%

Average 5.0%

Pritz Comparable Company Group

\LLETE, Inc.
CH Energy Group, Inc.
Empire District Electric Co.
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
NSTAR
Portland General Electric
UIL Holdings

$0.44
$0.54
$0.32
$0.31
$0.37
$0.24
$0.34
$0.38
$0.26
$0.43

$1.76
$2.16
$128
$1.24
$1.47
$0.95
$1.34
$1.50
$1.02
$1.73

$34.57
$51.32
$19.00
$19.45
$38.23
$24.78
$24.94
$32.91
$20.95
$27.48

$27.75
$43.67
$16.44
$16.50
$33.40
$21.11
$22.58
$30.10
$17.69
$21.72

$31.16
$47.50
$17.72
$17.98
$35.82
$22.95
$23.76
$31 .51
$19.32
$24.60

5.6%
4.5%
7.2%
6.9%
4.1%
4.1%
5.6%
4.8%
5.3%
7.0%

Average 5.5%

Source: Yahoo! Finance,

I
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Exhibit (DCP-1 )
Schedule 7
Page 2 of 4

COMPARISON COMPANIES
RETENTION GROWTH RATES

COMPANY 2004 2005 2006 2007 2008 Average 2009 2010 2012-'14 Average

Parnell Proxy Group

Avista Corp.
Hawaiian Electric industries, Inc.
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings, Inc.
TECO Energy, inc.
Westar Energy, Inc.

1.4%
1.1%
1.6%
2.3%
2.5%
0.0%
3.2%

2.4%
1.5%
1.5%
1.0%

."13=404'
3 . 3 %
4 . 3 %

4 . 9 %
0 . 7 %
0 . 3 %
3 . 4 %
1 . 5 %
5 . 0 %
5 . 5 %

0.8%
0.8%
4.3%
2.5%
2.3%
5.1%
4.3%

3.7%
0.5%
5.3%
0.3%
4.2%
0.0%
1.2%

2 . 6 %
0 . 9 %
2 . 6 %
1 . 9 %
2 . 6 %
2 . 7 %
3 . 7 %

4.0%
0.0%
4.5%
0.5%
0.5%
2.5%
2.5%

3 . 5 %
1 . 5 %
4 . 5 %
2 . 0 %
2 . 5 %
3 . 5 %
3 . 0 %

2 . 5 %
2 . 5 %
4 . 0 %
3 . 0 %
3 . 0 %
4 . 5 %
3 . 0 %

3 . 3 %
1 . 3 %
4 . 3 %
1 . 8 %
2 . 0 %
3 . 5 %
2 . 8 %

Average 2 . 4 % 2 . 7 %

Prinz Comparable Company Group

4 . 7 %
1 . 7 %
0 . 0 %
1 . 1 %
2 . 3 %
1 . 6 %

0 . 5 %
0 . 5 %
1 . 0 %
0 . 0 %
5 . 0 %
4 . 5 %

1 . 5 %
1 . 0 %
1 . 5 %
1 . 5 %
4 . 5 %
4 . 5 %

2 . 5 %
2 . 0 %
3 . 0 %
2 . 5 %
5 . 5 %
4 . 0 %

1 . 5 %
1 . 2 %
1 . 8 %
1 . 3 %
5 . 0 %
4 . 3 %

ALLETE, inc.
CH Energy Group, Inc.
Empire District Electric Co,
Hawaiian Electric industries
MGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
 ̀'STAR

ru t land  G enera l E lec t r ic
, I L  H o ld i n g s

4 . 8 %
7 . 2 %
0 . 0 %

5.2%
2.0%
0.0%
1.5%
1.2%
1.5%
4.2%
4.6%
5.3%
0.0%

5 . 0 %
1 .2%
0 . 8 %
0 . 7 %
3 . 7 %
0 . 3 %
0 . 8 %
4 . 9 %
3 . 5 %
0 . 0 %

5.8%
1.6%
0.0%
0.8%
4.3%
4.3%
0.7%
4.9%
8.6%
3.1%

3.9%
0.4%
0.0%
0.5%
4.4%
5.3%
2.3%
4.9%
2.0%
1 .0%

4 . 9 %
1 . 4 %
0 . 2 %
0 . 9 %
3 . 2 %
2 . 6 %
2 . 0 %
4 . 8 %
4 . 9 %
0 . 8 %

5 . 0 %
2 . 0 %
1 . 0 %

5 . 0 %
3 . 5 %
1 . 5 %

6 . 0 %
3 . 5 %
2 . 5 %

5 3 %
3 . 0 %
1 . 7 %

A v e r a g e 2 . 6 % 2 . 8 %

Source: Value Line Investment Survey.
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COMPARISON COMPANIES
PER SHARE GROWTH RATES

Exhibit (DCP-1)
Schedule 7
Page 3 of 4

COMPANY
5-Year Historic Growth Rates

EPS DPS BVPS Average
Est'd '06-'08 to '12-'14 Growth Rates

EPS DPS BVPS Average

Parcell Proxy Group

Avista Corp.
Hawaiian Electric Industries, Inc.
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings; Inc.
TEch Energy, Inc.
Wester Energy, inc.

4.0%
-6.0%
3.0%
-1 .0%
-2.0%
-5.0%
21 .5%

5.0%
0.0%
8.5%
5.0%
17.5%
-9.0%
-0.5%

3.0%
1 .0%
2.0%
3.0%
1.5%
-6.5%
1.0%

4.0%
-1.7%
4.5%
2.3%
5.7%
-6.8%
7.3%

6.5%
7.0%
8.0%
3.0%
2.0%
4.5%
4.5%

11.5%
0.0%
6.5%
1.0%
NMF
2.5%
4.5%

3.0%
2.0%
5.0%
1.0%
2.0%
4.5%
6.0%

7.0%
3.0%
6.5%
1.7%
2.0%
3.8%
5.0%

Average 2.2% 4.1%

Pritz Comparable Company Group

l

-1 .5%
3.5%
-6.0%
6.0%
3.0%

0.0%
0.0%
0.0%
1.0%
8.5%

1.5%
1.5%
1.0%
8.0%
2.0%

0.0%
1.7%
-1.7%
5.0%
4.5%

4.0% 6.0% 5.0% 5.0%

ALLETE, Inc.
CH Energy Group, Inc.

empire District Electric Co.
"waiian Electric Industries

IVlGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
NSTAR
Portland General Electric
UIL Holdings -2.0% -2.0%

-1 .0%
3.0%
6.0%
7.0%
5.0%
8.0%
23.0%
8.0%
3.5%
3.0%

3.0%
0.0%
1.5%
0.0%
0.5%
6.5%
3.0%
5.5%
5.5%
0.0%

3.0%
1.5%
2.0%
2.0%
7.0%
5.0%
0.5%
5.5%
2.5%
2.5%

1.7%
1 .5%
3.2%
3.0%
4.5%
6.5%
B.8'/>
6.3%
3.8%
1.8%

Average 1.8% 4.1%

Source: Value Line Investment Survey.

f 1.*
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4 Exhibit (DCP-1 )
Schedule 7
Page 4 of 4

COMPARISON COMPANIES
DCF COST RATES

ADJUSTED
YIELD

HISTORIC
RETENTION

GROWTH

PROSPECTIVE
RETENTION
GROWTH

HISTORIC
PERSHARE
GROWTH

PROSPECTIVE FIRST CALL
PER SHARE EPS
GROWTH GROWTH

AVERAGE
GROWTH

DCF
RATES

COMPANY

Parnell Proxy Group

4.0%

4.5%
2.3%
57%

Avista Corp.
Hawaiian Electric Industries, Inc.
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings, inc.
TECO Energy, Inc.
Westar Energy, Inc.

4.5%
7.0%
4.3%
6.8%
7.8%
6.3%
6.2%

2.6%
0.9%
2.6%
1.9%
2.6%
2.7%
3.7%

3.3%
1.3%
4.3%
1.8%
2.0%
3.5%
2.8% 7.3%

7.0%
3.0%
6.5%
1.7%
2.0%
3.8%
5.0%

8.7%
3.0%
8.5%
5.5%
5.5%
8.4%
3.3%

5.1%
2.1%
5.3%
2.5%
3.5%
4.6%
4.4%

9.6%
9.0%
9.5%
9.4%
11.3%
10.9%
10.7%

Mean 6.1% 2.4% 2.7% 4.5% 4.1% 6.1% 4.0% 10.1%

Median 6.3% 2.6% 2.8% 4.5% 3.8% 5.5% 4.4% 9.6%

L

\ fnposite .. Mean 8.6% 89% 10.9% 10.3% 12.3% 10.1%

Composite - Median 8.9% 9.2% 10.8% 10.2% 11.8% 10.8%

Pritz ComparableCompany Group

1.5%
1.2%
1.8%
1.3%
5.0%
4.3%

5.0%
45%

ALLETE, Inc.
CH Energy Group, Inc.
Empire District Electric Co.
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
Northwestern Corp.
NSTAR
Portland General Electric
UIL Holdings

5.7%
4.6%
7.3%
7.0%
4.2%
4.3%
5.8%
4.9%
5.4%
7.1%

4.9%
1 .4%
0.2%
0.9%
3.2%
2.6%
2.0%
4.8%
4.9%
0.8%

5.3%
3.0%
1.7%

5.0%

1 .7%
1 .5%
3.2%
3.0%
4.5%
B.5%
B.B%
8.3%
3.8%
1 .B%

8.0%
N/A

6.0%
3.0%
5.0%
8.5%
8.8%
5.5%
7.4%
4.4%

3.5%
1 .3%
2.6%
2.1%
4.5%
5.3%
6.5%
5.4%
4.8%
2.2%

9.3%
5.9%
9.9%
9.0%
8.7%
9.5%
12.4%
10.3%
10.2%
9.3%

Mean 5.6% 2.6% 2.8% 4.0% 4.1% 6.1% 3.8% 9.5%

Median 5.6% 2.3% 1.8% 4.8% 3.5% 6.0% 4.0% 9.4%

Composite - Mean 8.2% 8.4% 9.7% 9.7% 11.7% 9.5%

Composite - Median 7.9% 7.4% 10.3% 9.1% 11.6% 9.6%

Q.
\

Sources: Prior pages of this schedule.
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Q Exhibit (DCP-1 )
Schedule 8

STANDARD & POOR'S 500 COMPOSITE
20-YEAR U.S. TREASURY BOND YIELDS

RISK PREMIUMS

Year EPS BVPS ROE

20-YEAR
T-BOND
YIELD

RISK
PREMIUM

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

$12.33
$14.86
$14.82
$15.36
$12.64
$14.03
$16.64
$14.61
$14.48
$17.50
$23.75
$22.67
$21.73
$16.29
$19.09
$21.89
$30.60
$33.96
$38.73
$39.72
$37.71
$48.17
$50.00
$24.69
$27.59
$48.73
$56.55
$69.93
$81.51
$66.18
$14.88

$79.07
$85.35
$94.27
$102.48
$109.43
$112.45
$116.93
$122.47
$125.20
$126.82
$134.04
$141 .32
$147.26
$153.01
$158.85
$149.74
$180.88
$193.06
$215.51
$237.05
$249.52
$255.40
$290.58
$325.50
$335.37
$321 .72
$357.17
$414.75
$453.06
$504.39
$529.59

15.00%
16.55%
15.06%
14.50%
11.39%
12.23%
13.90%
11.80%
11.49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.37%
13.24%
16.37%
15.52%
17.11%
16.33%
14.62%
17.29%
15.22%
7.43%
8.36%
14.15%
14.98%
15.12%
17.03%
12.50%

7.90%
8.86%
9.97%
11.55%
13.50%
10.38%
11 .74%
11 .25%
8.98%
7.92%
8.97%
8.81 %
8. 19%
a.22%
7.29%
7. 17%
6.59%
7.60%
e. 18%
6.64%
5.83%
5.57%
6.50%
5.53%
5.59%
4.80%
5.02%
4.59%
4.68%
4.86%

7.10%
7.69%
5.09%
2.95%
-2.11%
1.85%
2.16%
0.55%
2.51%
5.50%
8.28%
7.04%
6.28%
2.23%
5.08%
6.07%
9.78%
9.02%

10.93%
9.69%
8.79%
11.72%
9.72%
1.00%
2.77%
9.35%
9.96%
11.43%
12.35%
7.64%

r

R
L Average 6.44%

Source: Standard 8¢ Poor's Analysts' Handbook, Ibbotson Associates Handbook.
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Exhibit (DCR-1)
Schedule 9

COMPARISON COMPANIES
CAPM COST RATES

COMPANY
RISK-FREE

RATE BETA
RISK

PREMIUM
CAPM
RATES

Parcell Proxy Group

Avesta Corp.
Hawaiian Electric Industries, Inc.
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings, Inc,
TECO Energy, Inc.
Westar Energy, Inc.

4.28%
4.28%
4.28%
4.28%
4.28%
4.28%
4.28%

0.70
0.70
0.70
0.75
0.80
0.85
0.75

5.32%
5.32%
5.32%
5.32%
5.32%
5.32%
5.32%

8.0%
8.0%
8,0%
8.3%
8.5%
8.8%
8.3%

Mean 8.3%

Median 8.3%

Pritz Comparable Company Group

ALLETE, Inc.
CH Energy Group, Inc.
Empire District Electric Co.
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
NSTAR
Portland General Electric
UIL Holdings

4.28%
4.28%
4.28%
4.28%
4.28%
4.28%
4.28%
4.28%
4.28%
4.28%

0.70
0.65
0.75
0.70
0,65
0.70
0.00
0.65
0.75
0.70

5.32%
5.32%
5.32%
5.32%
5.32%
5.32%
5.32%
5.32%
5.32%
5.32%

8.0%
7.7%
8.3%
8.0%
7.7%
8.0%
4.3%
7.7%
8.3%
8.0%

Mean 7.6%

Median 8.0%

Sources: Value Line Investment Survey, Standard a Poor's Analysts' Handbook, Federal Reserve.
20-year Treasury Bonds

Month Rate
7/1/2009 4.38%
8/1/2009 4.33%
9/1/2009 4.14%
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'; Exhibit (DCP-1 )
Schedule 11

STANDARD & POOR'S 500 COMPOSITE
RETURNS AND MARKET-TO-BOCK RATIOS

1992 _ 2007

YEAR
RETURN ON

AVERAGE EQUITY
MARKET-TO
BOOK RATIO

1992 12.2% 271%

1993 13.2% 272%

t 994 16.4% 246%

1995 16.6% 264%

1996 17.1% 299%

1997 16.3% 354%

1998 14.6% 421%

1999 17.3% 481%

2000 16.2% 453%

2001 7.5% 353%

2002 8.4% 296%

2003 d 14.2% 278%

2004 15.0% 291%

2005 16.1 % 278%

2006 17.0% 277%

2007 12.8% 284%

Averagesl

1992-2001 14.7° /o 341%

/
I 2002-2007 13.9% 284%

Source: Standard & Poor's Analyst's Handbook, 2008 edition, page 1.
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Exhibit (DCP-1)
Schedule 12

RISK INDICATORS

GRoup
VALUE LINE

SAFETY
VALUE LINE

BETA
VALUE LINE

FIN STR
S & P

STK RANK

S & P's 500
Composite 2.7 1.05 B++ B

Parcel! Proxy Group 2.9 0.75 B+ B

Pritz Comparable Company Group 2.0 0.69

Sources: Value Line Investment Survey, Standard & Poor's Stock Guide.

Definitions:

Safety rankings are in a range of 1 to 5, with 1 representing the highest safety or lowest risk.

Beta reflects the variability of a particular stock, relative to the market as a whole. A stock with
a beta of 1.0 moves in concert with the market, a stock with a beta below 1.0 is less variable
than the market, and a stock with a beta above 1.0 is more variable than the market,

Financial strengths range from C to A++, with the latter representing the highest level.

Common stock rankings range from D to A+, with the later representing the highest level.

F

1\
\
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Exhibit (DCP-1)
Schedule 13

UNS ELECTRIC INC
RATING AGENCY RATIOS

Item Percent Cost
Weighted

Cost
Pre-Tax

Cost

Long-Term Debt 54.24°/> 7.05% 3.82% 3.82%

Common Equity 45.76% 10.00% 4.58% 7.63%

Total 100.00% 8.40% 11.45% 1/

1/ Post-tax weighted cost divided by .60 (composite tax factor)

Pre-Tax coverage 2.99
11.58% I3.25%

Standard & Poor's Utility Benchmark Ratios:
Business Profile of "4" A BBB

Pre-tax coverage 3.3x - 4.0x 2.2x - 3.0x

Total debt to total capital 45%-52% 52%-62%

i
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Exhibit (DCP-1 )
Schedule 14
Page 1 of 2

LONG-TERM PROJECTIONS OF
GROSS DOMESTIC PRODUCT GROWTH

Social Security Administration

Year Real GDP GDP Index
Nominal
G D P Year Real GDP GDP Index

Nominal
G D P

2049
2050
2051

2052
2053

2054

2055
2056

2057

2058
2059
2060
2061

2062

2063
2064

2065
2066

2067
2068

2069
2070

2071
2072
2073

2074
2075
2076

2077
2078
2079
2080

2081
2082

2.2%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%

2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%

4.6%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2020
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048

2.3%
2.8%
2.7%
2.5%
2.5%
2.5%
2.4%
2.3%
2.3%
2.3%
2.3%
2.3%
2.2%
2.2%
2.2%
2.2%
2.2%
2.1%
2.1%
2.1%
2.1%
2.1.%
2.1%
2.1 %
2.1%
2.1%
2.1 %
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%

2.0%
2.1 %
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%

4.3%
4.9%
5.1 %
4.9%
4.9%
4.9%
4.8%
4.7%
4.7%
4.7%
4.7%
4.7%
4.6%
4.6%
4.6%
4.6%
4.6%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%

Average 4.6%

Source: 2007 OASDI Trustees Report.
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Exhibit (DCP-1 )
Schedule 14
Page 2 of 2

LONG-TERM PROJECTIONS OF
GROSS DOMESTIC PRODUCT GROWTH

Energy Information Administration

Annual Growth (2005-2030):

Real GDP 2.4%

GDP Chain-type Price Index

Nominal GDP Growth

2.0%

4.4%

Source: Energy Information Administration, Annual Energy Outlook
2008 with Projections to 2030.
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EXECUTIVE SUMMARY
UNS ELECTRIC, INC.

DOCKET NO. E-04204A-09-0206

My Surrebuttal Testimony responds to certain parts of the Rebuttal Testimonies of UNS
Electric, Inc.'s ("UNS Electric" or "Company") witnesses Pritz and Grant. I first respond to Ms.
Pritz's Rebuttal Testimony on the issue of Cost of Common Equity. I demonstrate that her
criticisms on my Discounted Cash Flow ("DCF"), Capital Asset Pricing Model ("CAPM") and
Comparable Earnings methodologies and conclusions are without merit. I also explain why her
"recalculations" of my DCF and CAPM analyses are not proper, but rather represent her attempts
to apply her improper inputs into my analyses.

I next respond to Mr. Grant's Rebuttal Testimony on the issues of: 1) Ability of UNS
Electric to earn its Cost of Capital, and 2) Rate of Return on Fair Value Rate Base. Regarding
the first issue, my response is that regulation only provides the Company with the opportunity to
earn a fair rate of return, it does not provide a guarantee. On the second issue, I disagree with
Mr. Grant's interpretation of the Commission's recent decisions concerning the proper
methodologies to determine the Fair Value Rate of Return. I further demonstrate that my
proposed Fair Value Rate of Return proposal is consistent with past Commission decisions.
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Surrebuttal Testimony of David C. Purcell
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1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3 My name is  David C.  Purcell. I  am President  and Senior  Economist  of Technical

4

5

Associates, Inc. My business address is Suite 601, 1051 East Cary Street,  Richmond,

Virginia 23219.

6

7 Q.

8

Are you the same David C.  Purcell who filed direct testimony on behalf of the

Utilities Division Staff ("Staff") earlier in this proceeding?

9 Yes, I am.

10

11 Q,

12

13

14

What is the purpose of your current testimony?

My current testimony is Surrebuttal Testimony in response to the Rebuttal Testimonies of

UNS Electric lnc. ("UNS Electric" or "Company") witnesses Martha B. Pritz and Kenton

C. Grant. I also updated my cost of capital analyses in this Surrebuttal Testimony.

15

16 Q-

17

What aspects of Ms. Pritz's and Mr. Grant's Rebuttal Testimonies do you respond to

in this Surrebuttal Testimony?

18 My Surrebuttal Testimony responds to the following general areas of Ms. Prinz's and Mr.

Grant's Rebuttal Testimonies:19

20

21

22

23

Cost of Common Equity (Ms. Pritz),

Ability of UNS Electric to Earn its Cost of Capital (Mr. Grant), and

Fair Value Rate of Return ("FVROR") (Mr. Grant).

x

A.

A.

A.

A.
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1

2

COST OF COMMON EQUITY

Q_

3

4

Ms. Pritz claims, on pages 1 and 2, that your cost of equity cost recommendation "is

low due to the use of inappropriate inputs in several of the methods upon which he

What is your response to this assertion?

5

6

7

8

9

10

11

12

(you) relies."

I believe that my cost of equity recommendation is appropriate for UNS Electric at this

time. This cost of equity recommendation is based upon the results of my Discounted

Cash Flow ("DCF"), Capital Asset Pricing Model ("CAPM"), and Comparable Earnings

("CE") analyses and has been performed in a similar fashion to my recent testimonies

before this Commission. I note that my 10.0 percent recommendation matches the cost of

equity tha t  the Commission found appropr ia te for  UNS Electr ic in it s  most  recent

proceeding (i.e., Docket No. E-04204A-06-0783). There has been no demonstration that

the cost of capital has increased since the 2007 proceeding of UNS Electric.

13

14 DCF Issues

15 Q-

16

17

1 8  l  A .

19

20

22

23

24

On pages 2-3,  Ms. Pritz criticizes your DCF analyses and she characterizes some of

your growth estimates as "weak sets of data as indications of dividend growth."

What is your response to this assertion?

Ms. Pritz first takes issue with my use of historic data as one of several sources of growth

projections. She next takes issue with my use of retention growth (both historic and

prospective) as a growth indicator. What is implicit in her criticism is that her preferred

short-term growth rates (i.e., exclusive use of analysts' forecasts of earnings per share

growth) is all that is appropriate. I have previously noted in my direct testimony (pages

42-45) why it is improper to exclusively rely on earnings per share ("EPS") forecasts and

also that such an exclusive reliance is not reflective of investor expectations.

21

25

I

A.
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1

2

3

4

5

6

7

8

9

10

Ms. Pritz attempts to justify her exclusive reliance on analysts' forecasts of EPS growth on

her belief that "analysts providing forward-looking growth estimates will have already

considered historical growth in determining the outlook for a company." This viewpoint

is  not  a  sufficient  reason to assume that  investors ignore histor ic growth and focus

exclusively on analysts' forecasts. It should be apparent, based upon the experience of the

past two years, that analysts have not been accurate in projecting EPS and, further, any

investors who were unfortunate enough to have exclusively relied on such forecasts would

have been sorely disappointed with their investment performance. In any event, recent

performance of analysts' estimates would give investors even more reason to consider

other growth indicators in making their investment decisions.

11

12

13

I further note that the preponderance of financial information provided to investors, both

by individual companies and investment services such as Value Line, is historic data. It is

neither  rea lis t ic nor  accura te to mainta in tha t  a ll of this  information is  ignored by14

15 investors, but this is what Ms. Pritz is maintaining.

16

17 Q.

18

19

Ms. Pritz provides indications, on pages 2 and 3, reflecting her position of what your

DCF results would be if you had not considered historic growth and retention growth

in your analyses. Are these results meaningful?

20

21

22

A. No, they are not. These results simply reflect her attempt to substitute her proposal (i.e.,

exclusive use of analysts' estimates of EPS growth) into my DCF analyses. This is not

proper and not an accurate portrayal of my DCF analyses.
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1 Q.

2

On page S ,  Ms.  Pritz claims that her use of historical gross  domestic product

("GDP") growth is proper. What is your response to this?

3

4

5

6

I note, first of all,  that Ms. Pritz maintains that short-term growth (in a DCF context)

should only reflect prospective data, whereas long-term growth should only use historic

data. This position is internally inconsistent. As I noted in my Direct Testimony (pages

45-47) prospective GDP growth is about 4.5 percent, well below that 6.5 percent level she

7 uses.

8

9

10

11

12

In addition, Ms. Pritz's rebuttal testimony on page 5 implies that her 6.5 percent long-term

growth rate reflects GDP projections. However ,  this  is  largely not  the case,  as she

averages GDP estimates with other and higher growth rates, such as EPS projections and

the "outlook for the electric utility industry."

13

14 CAPM Issues

15 Q.

16

Ms. Pritz further maintains,  on pages 7-9,  that your use of both geometric and

arithmetic means in your CAPM analysis is not proper. What is your response to

17 this?

18

19

20

21

22

23

24

25

It is apparent that investors have access to both types of returns, and correspondingly use

both types of returns, when they make investment decisions. In fact, it is noteworthy that

mutual fund investors regularly receive reports on their own funds, as well as prospective

funds they are considering investing in, that show only geometric returns. In fact,  the

Securities and Exchange Commission requires that returns be reported this way. Based on

this,  I find it  difficult  to accept Ms. Pritz's position that only ar ithmetic returns are

considered by investors and, thus, only arithmetic returns are appropriate in a CAPM

context. I note that I provided additional comments on this point in my Direct Testimony.

A.

A.

l l l llllllllll\\l\lllll\ l ll H II\IIIII H llllll\l_
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1 Q.

2

Has this Commission recently made a finding as to whether it is appropriate to use

geometric as well as arithmetic returns in this context?

3

4

Yes, it has. In Decision No. 70360 (UNS Electric Docket No. E-04204A-06-0783) the

Commission specifically stated (page 43) that it agreed with the use of geometric returns

5 in this manner: "We agree with the Staff that it is appropriate to consider the geometric

6

7

8

returns in calculating a comparable company CAPM because to do odierwise would fail to

give recognition to the fact that many investors have access to such information for

purposes of making investment decisions." Therefore,  the Company's posit ion also

conflicts with recent Commission orders on this issue.9

10

11 Q-

12

13

Ms. Pritz indicates her belief, on pages 7-8, that "income returns" (which she uses) is

superior to "total returns" (which you use). What is your response to this?

I addressed this issue in my Direct Testimony on page 48.

14

15 Q.

16

17

18

On pages 9-10,  Ms.  Pritz claims to have recalculated your CAPM cost of equity

results. Is this a proper exercise? ,

No, it is not. Ms. Pritz's "recalculations" are simply her attempt to interject her CAPM

components into my analyses. Such recalculations are incorrect and improper.

19

20

21 Q-

22

Comparable Earnings ISsues

Ms. Pritz also criticizes your comparable earnings analyses on page 6. What is your

response to this position?

23

24

25

I disagree with Ms. Pritz. The book value of UNS Electric's capital, including common

equity,  is used to determine the Company's cost of capital.  It  is only natural that the

returns on book value of equity (i.e.,  comparable earnings analyses) is an appropriate

mechanism for estimating the cost of equity.26

A.

A.

A.

A.

l l
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1 Q-

2

Ms. Pritz also implies, on page 6, that market-to-book ratios do not indicate investor

acceptance of earned returns. Is she correct?

3

4

5

6

No, she is not. Stock prices .- one component of the market-to-book ratio ...- reflect all

relevant information. For public utilities, the return on equity is a major component of the

rate-setting process and clearly is reflected in stock prices, and thus market-to-book ratios.

I also note that I consider expected returns on equity in my comparable earnings analysis.

7

8 ABILITY OF UNS ELECTRC TO EARN ITS COST OF CAPITAL

9 Q.

10

Mr . Grant devotes several pages of his Rebuttal Testimony to his assertion that UNS

Electric will not likely earn the cost of capital authorized in this proceeding. Is this a

11

12

13

14

15

16

proper criticism of your Direct Testimony?

I do not believe it is proper rebuttal to my testimony. Mr. Grant seems to be taking the

position that the cost of capital authorized by a commission should be regarded as a

"guarantee" but this is not the case. Utility investors have no more "right" to a guaranteed

return than do its ratepayers to a "right" to employment, maintenance of their housing

values, andean increasing valve of their retirement accounts and other investments.

17

18 RATE OF RETURN ON FAIR VALUE RATE BASE

19

20

Q- Mr. Grant maintains, on page 10, that your FVROR recommendation to apply a zero

percent return to the Fair Value Increment amounts to a "backing in" method of

21

22

assigning a FVROR. Do you agree with his assessment?

23

24

No, I do not. My proposal specifically recognizes the value of the Fair Value Rate Base

("FVRB") increment and applies the actual cost of this capital (which is zero) to it. As

such, I believe this proposal specifically recognizes and utilizes the FVRB in establishing

25 rates.

26

A.

A.

A.
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1 Q.

2

3

Mr. Grant also claims, on pages 10-11, that since the Commission did not adopt your

FVROR proposal in the Chaparral City remand proceeding (Docket No. W-02113A-

04-0616) that your proposal has been "rejected." What is your response to this?

4

5

6

7

8

9

10

11

12

13

14

It is my reading of the Chaparral City Remand Orders by the Commission that a similar

procedure to what I recommended was adopted. I also note that the Commission stated in

its Chaparral City Remand Order "we also believe that Staffs method is an appropriate

way to adjust the Weighted Average Cost of Capital associated with the Original Cost

Rate Base ("OCRB") for  use with the FVRB, as it  is  based on sound economic and

financial theory." (Decision No. 70441 at p. 37) In the UNS Gas and UNS Electric cases,

the Commission did adopt my recommendation. Finally I note that the FVROR proposal

of Chaparral City was the same as that proposed by UNS Gas and UNS Electric in their

2007 rate proceedings (Docket Nos. G-04204A-06-0463 and E-04204A-06-0783), namely

that the original cost rate of return ("OCR OR") be applied to the level of FVRB. In all

three of these cases,  the Commission did not  adopt  the Chaparra l City/Uns Gas &

15 Electric position.

16

17 Q-

18

19

20 A.

21

22

On pages 12-13, Mr. Grant maintains there is a mathematical error in your FVROR

calculation and states that the correction of this "increases Staff's proposed revenue

requirement by $633,000." What is your response to these assertions?

Mr. Grant is correct,  on page 12, that my FVROR (as shown on page 57) should have

stated 6.14 percent rather than 5.99 percent. However, this correction does not impact

Staff' s proposed revenue requirement.

23

A.

1 See, In The Matter of the Application of Chaparral City Water Company, an Arizona Corporation, for a
Determination of the Current Fair Value omits Utility Plant and Property ardor Increases in its Rates and Charges
for Utility Service Based Thereon. Docket No. W-02113A-04-0616. Opinion and Order, Decision No. 7044] (July
28,.2008).
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1 Q.

2

Why is it the case that this correction does not impact Staffs proposed revenue

requirement?

3

4

5

6

Mr. Grant's claim (i.e. ,  that the difference between a 5.99 percent FVROR and a 6.l4

percent FVROR) results in a $633,000 impact on Staffs proposed revenue requirement is

based upon an assumption on his part that Utilities Division Staff witness Fish used the

5.99 percent number in developing the revenue requirement. This is not the case.

7

8

9

10

11

12

13

Dr.  Fish did not  use the 5.99 percent  per  se when developing his  proposed revenue

requirement. Rather, he developed his value for the fair value return by multiplying my

proposed 1.50 percent return on the FVRB increment, or the difference between the fair

value rate base and original cost rate base (see Dr. Fish's direct testimony, Schedule THF

A-1). As a result,  the mathematic error on my page 57 was not carried through by Dr.

Fish to the Staffs revenue requirement, as stated by Mr. Grant.

14

15 Q-

16

17

Aside from this correction of your "mathematical error" on page 57 of your Direct

Testimony, do you have any additional comments on the FVROR calculation you are

proposing in this proceeding?

18

19

20

21

22

23

A.

A. Yes, I do.  As I was in the process of reviewing my FVROR calculation, as shown on

pages 54 and 57 of my Direct Testimony, I discovered that I had not properly developed

the capital structure ratios to be used in the FVROR consistent with Staffs calculations in

most other cases. I have subsequently corrected this, which is shown on Schedule 15 of

my Surrebuttal Testimony. As a result, my recommendation is that the Commission adopt

a FVROR of 6.01 percent.

I
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Q. Please describe Schedule 15.

The top portion of Schedule 15 shows how the 6.14 percent (as corrected) FVROR was

developed in my Direct Testimony. As this indicates, I developed the capital structure

ratios by combining the dollars as long-term debt, common equity and FVRB Increment

and calculating the respective percentages of each of the three items.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

The problem I discovered with this process is that I was combining dollars of capital items

(for long-term debt and common equity) with dollars of rate base (for FVRB Increment).

Since the rate base and capital for UNS Electric (as well as most utilities) do not precisely

match, the FVROR which I recommended in my Direct Testimony (i.e., 6. 14 percent) was

slightly different than the ultimate FVROR in Staff witness Dr. Fish's return on FVRB

(i.e., 6.01 percent).

17

18

19

20

21

22

23

24

However, the proper way to develop the capital structure ratios for the FVROR calculation

is to equate the capital structure percentages (for long-term debt and common equity) to

the dollar values of original cost rate base. I did this on the bottom portion of Schedule

15. Here I applied the percentages of long-term debt and common equity (as shown in the

development of the total cost of capital in Schedule l of my Direct Testimony) to the

dollar value of OCRB to develop dollars of long-term debt and common equity that equate

to OCRB. This is then combined with the dollar value of the FVRB Increment to develop

a capital structure that equates to the value of FVRB. I then applied the cost rates of long-

term debt (7.05 percent),  common equity (10.00 percent) and FVRB Increment (1.50

percent) to the percentages to develop a  FVROR that  proper ly matches the value of

FVRB. T his  p r oduces  a  F VR OR  of  6 . 01  per cent ,  which shou ld ha ve been my

recommendation.25

26

A.
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1

2

3

4

Q- Does this correction impact Staff's revenue requirement?

No, it  does not.  As I indicated previously,  Dr.  Fish did not directly use my proposed

FVROR number in his calculation of the revenue requirement, but rather directly used the

1.50 percent FVRB Increment cost to arrive at a return on the FVRB. I have developed

Schedule 15 to clarify the method by which the FVROR should be viewed in a cost of

capital context.

UPDATES

Q. Have you updated your cost of capital analyses?

5

6

7

8

9

10

11

12

13

14

A. Yes, I have. My Direct Testimony utilized financial market data as of October of 2009.

My DCF and CAPM analyses employed stock prices and interest rates for the three-month

period July-September of 2009.

My updated analyses consider financial data through early January 2010 and incorporates

stock prices and interest rates for the three-rnonth period October-December 2009. I have

also used the most recent editions of Value Line and analysts' forecasts of EPS in my

updated analyses. My updated analyses also reflect a minor correction to my analyses that

was identified in the Rebuttal Testimony of UNS Electric.

15

16

17

18

19

20

21

22

23

I have prepared a complete set of schedules to my exhibit. Any schedules that have been

revised are identified as "updated."

Q. What is the impact of your cost of capital updates?

24
25

The table below identifies the impacts of my updates:

A.

A.
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DCF Analyses-

Original Analyses
Proxy Pritz
Group Group

Updated Analyses
Proxy Pritz
Group Group

10.1%
9.6%

9.5%
9.4%

9.8%
10.1%

9.2%
9.4%

Mean
Median
Mean

Low
High

Median

8.6%
12.3%

8.2%
11.7%

8.0%
13.0%

8.0%
11.9%

Low
High

8.9%
11.8%

7.4%
11.6%

7.9%
13.9%

6.9%
11.3%

CAPM Analyses

Original Analyses
Proxy Pritz
Group Group

Updated Analyses
Proxy Pritz
Group Group

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

Mean
Median

8.3%
8.3%

7.6%
8.0%

8.2%
8.2%

7.9%
7.9%

Based upon these updates, I conclude that the cost of capital for UNS Electric remains at

the 10.0 percent level I derived in my Direct Testimony.

17

18

19

20

21

Q- Does this conclude your Surrebuttal Testimony?

A. Yes, it does.
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Exhibit (DCP-1 )
Schedu le  1

UNS ELECTRIC INC
TOTAL COST OF CAPITAL

Item Percent Cost Weighted cost

Long-Term Debt 54.24% 7.05% 3.82%

Common Equity 45.76% 9.50% 10.50% 4.35% 4.80%

Total 100.00% 8.17% 8.63%

8.40% With 10.0% ROE
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ECONOMIC INDICATORS

Yea r

Real
GDP

Growth*

Industrial
Production

Growth

Un-
employment

Rate
Consumer
Price Index

Producer
Price Index

1975 - 1982 Cycle

1975

1976

1977

1978

1979

1980

1981

1982

-1.1%
5.4%
5.5%
5.0%
2.8%
-0.2%
1.8%
-2.1%

-8.9%
t0.8%
5.9%
5.7%
4.4%
-1 .9%
1.9%
-4.4%

8.5%
7.7%
7.0%
6.0%
5.8%
7.0%
7.5%
9.5%

7.0%
4.8%
6.8%
9.0%

13.3%
12.4%
8.9%
3.8%

6.6%
3.7%
6.9%
9.2%

12.8%
11.8%
7.1%
3.6%

1983 - 1991 Cycle
~1983

1984

1985

1986

1987

1988

1989

1990

1991

4.0%
6.8%
3.7%
3.1%
2.9%
3.8%
3.5%
1.8%
-0.5%

3.7%
9.3%
1.7%
0.9%
4.9%
4.5%
1.8%
-0.2%
-2.0%

9.5%
7.5%
7.2%
7.0%
6.2%
5.5%
5.3%
5.6%
6.8%

3.8%
3.9%
3.8%
1.1%
4.4%
4.4%
4.6%
6.1%
3.1%

0.6%
1.7%
1.8%
-2.3%
2.2%
4.0%
4.9%
5.7%
-0.1%

1992 - 2001 Cycle
1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

3.0%
2.7%
4.0%
2.5%
3.7%
4.5%
4.2%
4.8%
4.1%
1.1%

3.1%
3.3%
5.4%
4.8%
4.3%
7.2%
6.1%
4.3%
4.2%
-3.4%

7.5%
6.9%
6. 1 %
5.6%
5.4%
4.9%
4.5%
4.2%
4.0%
4.7%

2.9%
2.7%
2.7%
2.5%
3.3%
1.7%
1.6%
2.7%
3.4%
1.6%

1.6%
0.2%
1.7%
2.3%
2.8%
-1 .2%
0.0%
2.9%
3.6%
-1.6%

Current Cycle

2002
2003
2004
2005
2006
2007
2008

1.8%
2.5%
3.6%
3.1%
2.7%
2.1%
0.4%

-0.1%
1.3%
2.5%
3.3%
2.3%
1.5%
-2.2%

5.8%
6.0%
5.5%
5.1%
4.6%
4.6%
5.8%

2.4%
1.9%
3.3%
3.4%
2.5%
4.1%
0.1%

1.2%
4.0%
4.2%
5.4%
1.1%
6.2%
-0.9%

*GDP=Gross Domestic Product

Source: Council of Economic Advisors, Economic Indicators, various issues.
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ECONOMIC INDICATORS

Year

Real
GDP

Growth*

Industrial
Production

Growth

Un-
employment

Rate
Consumer
Price Index

Producer
Price Index

2002
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

2.7%
2.2%
2.4%
0.2%

-3.8%
-1 .2%
0.8%
1.4%

5.6%
5.9%
5.8%
5.9%

2.8%
0 9 %
2.4%
1.6%

4.4%
_2,0%
1.2%
0,4%

2003
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1.2%
3.5%
7.5%
2.7%

1.1%
-0.9%
-0.9%
1.5%

5.8%
6.2%
6.1%
5.9%

4.8%
0.0%
3.2%
-0.3%

56%
-0.5%
3.2%
2.8%

2004
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

3.0%
3.5%
3.6%
2.5%

2.8%
4.9%
4.6%
4.3%

5.6%
5.6%
5.4%
5.4%

5.2%
4.4%
0.8%
3.6%

5.2%
4,4° />
0.8%
7.2%

2005
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

4.1%
1.7%
3.1%
2.1%

3.8%
3.0%
2.7%
2.9%

5.3%
5.1%
5.0%
4.9%

4.4%
1.6%
8.8%
-2.0%

5.6%
-0.4%
14.0%
4.0%

2006
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

5.4%
1.4%
0.1%
3.0%

3.4%
4.5%
5.2%
3.5%

4.7%
4.6%
4.7%
4.5%

4.8%
4.8%
0.4%
0.0%

-0.2%
5.6%
-4.4%
3.6%

4.5%
4.5%
4.6%

4.8%
5.2%
1.2%
5.6%

6.4%
6.8%
1.2%

12.8%

2007
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1.2%
3.2%
3.6%
2.1%

2.5%
1.6%
1.8%
1.7% 4.8%

2008
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

-0.7%
15%
-2.7%
-5.4%

1.8%
-0.4%
-3.2%
-6.7%

4.9%
5.4%
6.1%
6.9%

28%
7.6%
2.8%

-13.2%

9.6%
14.0%
-0.4%

-28.4%

2009
1st Qtr.
2nd Qtr.
3rd Qtr.

-6.4%
-0.7%
2.8%

-1 t .6%
-12.9%
-9.5%

8.1%
9.3%
9.6%

2.4%
3.2%
2.4%

-1.2%
8.8%
1.6%

Source: Council of Economic Advisors, Economic Indicators, various issues.
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INTEREST RATES

Year
Prime
Rate

US Treas
T Bills

3 Month

US Treas
T Bonds
10 Year

utility
B o n d s
Aaa

Utility
Bonds

Aa

Utility
Bonds

A

u t i l i t y
Bonds
Baa

1975 - 1982 Cycle

1975

1976

1977

1978

1979

1980

1981

1982

7.86%
6.84%
6.83%
9.06%

12.67%
15.27%
18.89%
14.86%

5.84%
4.99%
5.27%
7.22%
10.04%
11 .51 %
14.03%
10.69%

7.99%
7.61 %
7.42%
8.41 %
9.44%
11 .46%
13.93%
13.00%

9.03%
8.63%
8.19%
8.87%
9.86%
12.30%
14.64%
14.22%

9.44%
8.92%
8.43%
9.10%

10.22%
13.00%
15.30%
14.79%

10.09%
9.29%
8.61 %
9.29%
10.49%
13.34%
15.95%
15.86%

10.96%
9.82%
9.06%
9.62%

10.96%
13.95%
16.60%
16.45%

1983 - 1991 Cycle
1983

1984

1985

1986

1987

1988

1989

1990

1991

10.79%
12.04%
9.93%
8.33%
8.21%
9.32%

10.87%
10.01%
8.46%

8.63%
9.58%
7.48%
5.98%
5.82%
5.69%
8.12%
7.51%
5.42%

11.10%
12.44%
10.62%
7.68%
8.39%
8.85%
8.49%
8.55%
7.86%

12.52%
12.72%
11.68%
8.92%
9.52%

10.05%
9.32%
9.45%
8.85%

12.83%
13.66%
12.06%
9.30%
9.77%

10.26%
9.56%
9.65%
9.09%

13.66%
14.03%
12.47%
9.58%

10.10%
10.49%-
9.77%
9.86%
9.36%

14.20%
14.53%
12.96%
10.00%
10.53%
11 .00%
9.97%
10.06%
9.55%

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

6.25%
6.00%
7.15%
8.83%
8.27%
8.44%
8.35%
8.00%
9.23%
6.91%

3.45%
3.02%
4.29%
5.51%
5.02%
5.07%
4.81%
4.66%
5.85%
3.45%

1992 - 2001 Cycle
7.01% 8.19%
5.87% 7.29%
7.09% 8.07%
6.57% 7.68%
6.44% 7.48%
6.35% 7.43%
5.26% 6.77%
5.65% 7.21%
6.03% 7.88%
5.02% 7.47%

8.55%
7.44%
8.21%
7.77%
7.57%
7.54%
6.91 %
7.51 %
8.06%
7.59%

8.69%
7.59%
8.31%
7.89%
7.75%
7.60%
7.04%
7.62%
8.24%
7.78%

8.86%
7.91 %
8.63%
8.29%
8.16%
7.95%
7.26%
7.88%
8.36%
8.02%

Current Cycle
2002
2003
2004
2005
2006
2007
2008

4.67%
4.12%
4.34%
6.19%
7.96%
8.05%
5.09%

1.62%
1.02%
1.38%
3.15%
4.73%
4.41 %
1.48%

4.61%
4.01 %
4.27%
4.29%
4.80%
4.63%
3.66%

[1] 7.19%
6.40%
6.04%
5.44%
5.84%
5.94%
6.18%

7.37%
6.58%
6.16%
5.65%
6.07%
6.07%
6.53%

802%
6.84%
6.40%
5.93%
6.32%
6.33%
7.25%

[1] Note: Moody's has not published Ala utility bond yields since 2001.

Sources: Council of Economic Advisors, Economic Indicators, Moody's Bond Record, Federal
Reserve Bulletin; various issues.
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INTEREST RATES

Year
Prime
Rate

US Treas
T Bills

3 Month

US Treas
T Bonds
10 Year

utility
Bonds

As

Utility

Bonds
A

utility
Bonds
Baa

2003

Jan

Feb
Mar
Apr
May
June
July
Aug
Sept
Ort
Nov
Dec

2004

4 25%
4 25%
4 25%
425%
4.25%
4.00%
4.00%
4 Nov.
4 00%
4.00%
4.00%
4.00%

1 17%
1.16%
1 13%
1.14%
1 08%
0 95%
0.90%
0.96%
0.95%
0.93%
0 94%
0.90%

4 05%
3 90%
3 81%
3.96%
3 57%
3.33%
3.9B%
445%
4 27%
429%
430%
4.27%

5 87%
5.56%
a5sv.,
5.47%
520%
B 12%
537%
54B%
5.30%
5.2B%
5.26%
5. 1 B%

7 06%
6.93%
5.79%
654%
5.35%
521%
557%
578%
5.55%
5 43%
5.37%
5.27%

7 47%
117%
7.05%
6.94%
6.47%
630%
6 67%
708%
8.87%
579%
869%
5 SI %

Jan
Few
Mar
Apr
May
June
July
Aug
Sept
O f
Nov
Dec

4 00%
4 00%
4.00%
4.00%
4.00%
4.00%
4.25%
4.50%
4.75%
4.75%
5.00%
5 25%

089%
0 92%
0.94%
0.94%
104%
1.27%
1.35%
1 48%
1 85°/a
1.75%
2.06%
2.20%

415%
4oa%
383%
4.35%
432%
4.73%
4 50%
4.25%
41395
4 10%
4.19%
4 23%

5.06%
6.10%
533%
B33"/u
6.56%
s 30'/u
s 09%
5.95%
579%
5 74%
5 79%
5 78%

5.15%
615%
597%
5.35%
5.52%
545%
527%
514%
5 98%
5 94%
5 97%
592%

B 47%
5 CB%
5.12%
5.45%
6.75%
8.84%
6.57%
645%
5 27%
617%
515%
5 10%

2005

Jan
Feb
Mar
Apr
May
June

s 25%
5.50%
5 75%
5.75%
6 00%
s 25%
6.25%
6.50%
5.75%
e 75%
1 00° /u
7 25%

2.32%
253%
2 75%
z 79%
2 85%
2 99%
3.22%
3 45%
3.47%
3. 70%
3 90%
3 89%

422%
4 17%
4.50%
4 34%
4 14%
4.00%
41B%
425%
420%
4.45%
4.54%
447%

5.5B\y,
555%
5.76%
5 55%
539%
505%
5 1 B%
5.23%
527%
550%
5 59%
555%

5 78%
557%
5 BE%
5 64°/=
5 53%
5 40"/u
5.51%
5.50%
5 52%
5.79%
589%
SBO%

585%
576%
601%
sssv.
5.88%
5 70%
5.B1°/»
5  a w
5.83%
608%
S 19%
6.14%

July
Aug
Sept
o n
Nov
Dec

zoos
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
Oct
Nov
Dec

7.50%
750%
7 75%
7.75%
a 00%
a 25'/:
6.25%
8.25%
s 25"/l
a 25%
a 25%
a 25%

4 20%
4 41%
4.51 'Au
4 59%
4 72%
4.79%
4.96%
4.98%
4.82%
4.89%
4.95%
4.85%

4 42%
457%
472%
4 99%
511%
5.11%
5.09%
4.BB%
4.72%
4 73%
4.60%
4 55%

5.50%
5 55%
5 71%
502%
815%
516%
S13%
5.97%
5.81%
5.BD%
5 so .
5 BE%

575%
5.82%
5.98%
529%
542%
B 40%
B 37%
5 20%
8.00%
5.98%
5.BD%
581%

505%
5 11%
525%
5 54%
559%
5.61 as
B.51%
S 43%
6.26%
8.24%
5.04%
5 DO%

2007
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
O f
Nov
Dec

8.25%
8 25%
825%
825%
8 25%
8.25%
8.25%
B 25%
7.75%
7.50%
7 50%
7 25°/.

4.96%
5 02%
4.97%
4 88%
4 77%
4.63%
4.84%
4.34%
4.01%
3.9?%
3 49%
3.08%

4 76%
412%
4.55%
4 89%
4 75%
5 10%
SD0'/1
457°/»
4.52%
4 53%
4 15%
410%

5 CB%
5 73%
5.66%
5.83%
5 86%
B 18%
6 11%
5.11%
8.10%
s04%
5.87%
6.03%

s 98%
5.90%
5 B5%
5.97%
5.99%
6 30%
8.25%
5.24%
S.1B%
6.11%
5 97%
8.18%

s 16%
510°/>
5.10%
6.24%
523°/»
s 54%
5.49%
551%
6 45%
63B%
827%
551%

200s
Jan
Feb
Mar
Apr
May
June
July
Aug
Sept
rem
Nov
Dec

6 00%
6 00%
s 25%
5.00%
5 00%
5 00%
5.00%
5.00%
5 00%
4 00%
4 00%
3 25%

2.86%
2.21%
1 36%
1.32%
1 71°v.

1 90%
1.72%
1.79%
1.46%

0 84%
0.30%
o 04°/a

374%
3 74%
351%
358'/»
3 BB%
4 10%
4.01%
3 B9'/>
3 69%
s a w .
353%
2.42%

5B7%
804'/a
5.99%
5 99%
s 07%
e.18%
6 I3 %
5.09%
e13'v.
s 95%
6.83%
5.93%

B 02%
821%
8.21%
5.29%
8.27%
8.38%
8.40%
6.37%
5.49%
I.58%
T 50%
B 54%

6 35%
860%
s 68%
6 52%
519%
8.93%
s 97%
5.98%
7 15%
a SB'/l
B 98%
B13%

2009
Jan
Feb
Mal
Apr
May
June
July
Aug
Sep(
Oct
Nov

3.25%
3.25%
3.25%
3.25%
3 25%
a 25%
3.25%
3.25%
3 25%
3 25%
3.25%

0.12%
0.31%
6.25%
0 17%
a 15%
0.17%
0.19%
0 18%
1300*/i
008%
0.05%

2 52%
2 87%
2 82%
233%
3 29%
3 72%
3 55%
3 59%
3 40%
3.35%
340%

501%
S 11%
a 14°/a
820%
6.23%
s13v.
553%
5 33%
5 15%
5.23%
5.33%

839%
8.30%
8 42%
848%
s 49%
s 20%
5.97%
571%
5.53%
555%
5 64%

7.90%
7.74%
B.00%
8.03%
7.76%
7.30%
6.87%
5 36%
6.12%
8.14%
6.18%

Note Moodys has not published Ala utllhy bond yields since 2001

Sources: Council of Economic Advisors Economic Indicators, Moo-dy's Bond Record, Federal
Reserve Bulleting various issues.
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STOCK PRICE INDICATORS

Year
S&P NASDAQ

Composite [1] Composite [1] DJIA
S&P
D/P

S&P
E/P

1975 - 1982 Cycle

1975

1976

1977

1978

1979

1980

1981

1982

802.49
974.92
894.63
820.23
844.40
891 .41
932.92
884.36

4.31 %
3.77%
4.62%
5.28%
5.47%
5.26%
5.20%
5.81 %

9.15%
8.90%
10.79%
12.03%
13.46%
12.66%
11.96%
11.60%

1983 - 1991 Cycle

[1]

4.40%
4.64%
4.25%
3.49%
3.08%
3.64%
3.45%
3.61%
3.24%

8.03%
10.02%
8.12%
6.09%
5.48%
8.01%
7.41%
6.47%
4.79%

1983

1984

1985

1986

1987

1988
1989

1990

1991

[1]
322.84
334.59
376.18 491.69

1,190.34
1,178.48
1,328.23
1,792.76
2,275.99
2,060.82
2,508.91
2,678.94
2,929.33

1992 - 2001 Cycle
1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

415.74
451.21
460.42
541.72
670.50
873.43

1,085.50
1,327.33
1,427.22
1,194.18

599.26
715.16
751.65
925.19

1,164.96
1,469.49
1,794.91
2,728.15
3,783.67
2,035.00

3,284.29
3,522.06
3,793.77
4,493.76
5,742.89
7,441.15
8,625.52
10,464.88
10,734.90
10,189.13

2.99%
2.78%
2.82%
2.56%
2.19%
1.77%
1.49%
1.25%
1_15%
1.32%

4.22%
4.46%
5.83%
6.09%
5.24%
4.57%
3.46%
3. 17%
3.63%
2.95%

Current Cycle
2002
2003
2004
2005
2006
2007
2008

993.94
965.23

1,130.65
1,207.23
1,310.46
1,477.19
1,220.04

1,539.73
1,647.17
1,986.53
2,099.32
2,263.41
2,578.47
2,161.65

9,226.43
8,993.59
10,317.39
10,547.67
11,408.67
13,169.98
11 ,252.62

1.61%
1.77%
1.72%
1.83%
1.87%
1.86%
2.37%

2.92%
3.84%
4.89%
5.36%
5.78%
5.29%
3.55%

[1] Note: this source did not publish the S8<P Composite prior to 1988 and the NASDAQ
Composite prior to 1991 .

Ru

Source: Council of Economic Advisors, Economic Indicators, various issues.
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STOCK PRICE INDICATORS

YEAR
S&P

Composite
NASDAQ

Composite DJIA
S&P
DIP

S&P
E/P

2002
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,131*56
1,068.45
894.65
887.91

1,879.85
1,641.53
1,308.17
1,346.07

10,105.27
9,912.70
8,487.59
8,400.17

1.39%
1.49%
1.76%
179%

2.15%
2.70%
3.68%
3.14%

2003
1 st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

860.03
938.00

1 ,000.50
1 ,056.42

1 ,350.44
1 ,521 .92
1 ,765.96
1 ,934.71

8,122.83
8,684.52
9,310.57
9,856.44

1.89%
1.75%
1.74%
1.69%

357%
3.55%
3.87%
4.38%

2004
1 st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,133.29
1,122.87
1,104.15
1,162.07

2,041.95
1,984.13
1,872.90
2,050.22

10,488.43
10,289.04
10.12985
10,36225

1.64%
1.71%
1.79%
175%

4.62%
4.92%
5.18%
4.83%

2005
1st Qtr.
2nd Qtr.
3rd Qtr,
4th Qtr.

1,191.98
1.181.65
1,225.91
1,262.07

2,056.01
2,012.24
2,144.61
2,246.09

10,648.48
10,382.35
10,532.24
10,827.79

1.77%
1.85%
1.83%
1.86%

511%
5.32%
5.42%
5.60%

2006
1st Qtr,
2nd Qtr,
3rd Qtr.
4th Qtr.

1 ,283.04
1 ,281 .77
1 ,288.40
1 ,389.48

2,287.97
2,240.46
2,141 .97
2,390.26

10,996.04
11,188.84
11,274.49
12,175.30

1.85%
1.90%
1,91%
1.81%

5.61%
5.85%
5.88%
5.75%

2007
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1 ,425.30
1 ,496.43
1 ,490.81
1 ,494,09

2,444.85
2,552.37
2,609.68
2,701.59

12,470.97
13,214.26
13,488,43
13,502.95

1.84%
1.82%
1.86%
1.91%

5.85%
555%
5.15%
4.51 %

2008
1st Qtr.
2nd Qtr.
3rd Qtr.
4th Qtr.

1,350119
1,371.65
1,25194
909.80

2,332.91
2,426.26
2,290.87
1,599.64

12,383.86
12,508,59
11322.40
8,79561

2.11%
2.10%
229%
2.98%

4.57%
4.01%
3.94%
1.65%

2009
1st Qtr.
2nd Qtr.
3rd Qtr.

809.31
892.23
996.70

1,485.14
1,731.41
996.70

7,774.06
8,327.83
9,229.93

3.00%
2.45%
2.16%

0.86%
0.82%
1.20%

[1}~Note: this source did not publish the S8<P Composite prior to 1988 and the NASDAQ
Composite prior to 1991 .

Source: Council of Economic Advisors, Economic Indicators, various issues.
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UNISOURCE ENERGY CORPORATION
SEGMENT FINANCIAL INFORMATION

2006 _ 2008
($millions)

Segment
Operating
Revenues

Operating
Income

Total
Assets

2006

Tucson Electric Power Co $989
75.6%

$216
90.0%

$2,623
82.3%

UNS Gas $162
12.4%

$13
5.4%

$253
7.9%

UNS Electric $160
12.2%

$13
5.4%

$195
6.1%

All Other $1,038
32.6%

$14
1.1% 0.0%

Uri source Energy $1,308 $240 $3.187

2007

Tucson Electric Power Co $1,071
77.6%

$189
88.7%

$2,573
80.8%

UNS Gas $151
10.9%

$12
5.6%

$276
8.7%

UNS Electric $169
12.2%

$12
5.6%

$231
73%

All Other $1 ,077
33.8%

$12
0.9% 0.0%

Unisource Energy $1,381 $213 $3,186

2008

Tucson Electric Power Co $1 ,079
77.2%

$107
73.8%

$2,842
81.0%

UNS Gas $174
12.4%

$20
13.8%

$294
8.4%

UNS Electric $195
13.9%

$12
8.3%

$285
8.1%

All Other $1,061
30.2%

$23
1.5% 0.0%

Unisource Energy $1 ,398 $145 $3,510

UNS Gas, TEP and UNS Electric figures do not total to Unisource Energy consolidated
figures due to other activities of Unisource Energy.

Source: Unisource Energy Corporation 2008 Form 10-K,
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UNS ELECTRIC
CAPITAL STRUCTURE RATIOS

2003 - 2009
($mi!lions)

YEAR
COMMON
EQUITY

LONG-TERM
DEBT

SHORT-TERM
DEBT

2004 $40,900
40.3°/o
40.5%

$60,000
59.1%
59.5%

$600
0,6%

2005 $49,900
45.2%
45.4%

$60,000
54.3%
54.6%

$500
0.5%

2006 $64,900
45.0%
45.1%

$79,000
54.7%
54.9°/>

$400
0.3%

2007 $79,800
48.0%
48.1%

$86,000
51.7%
51.9%

$400
0.2%

2008 $83,800
43.6%
43.7° /o

$108,000
56.3%
56.3%

$200
0.1%

June 30,2009 $86.000
46.2°/o
46.2%

$100,000
53.7%
53.8%

$200
0.1%

Source: Response to STF 7.2
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UNISOURCE ENERGY CORP
CAPITAL STRUCTURE RATIOS

2003 _ 2008
($millions)

YEAR
COMMON
EQUITY

LONG-TERM
DEBT

SHORT-TERM
DEBT

2004 $581
31.6%
31.6%

$1 ,258
68.4%
68.4%

$0
0.0%

2005 $617
33.6%
33.7%

$1,212
66.1%
66.3%

$5
0.3%

2006 $654
34.9° /o
35.8%

$1,171
62.5%
64.2%

$50
2.7%

2007 $690
40.7%
41 .0%

$994
58.7%
59.0%

$10
0.6%

2008 $679
33.9%
34.1%

$1,314
65.6%
65.9%

$10
0.5%

9

Source: Unisource Energy Corporation 2008 Form 10-K.
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UNISOURCE ENERGY AND UTILITY SUBSIDIARIES
CAPITAL STRUCTURE RATIOS

2008
($milIions)

YEAR
COMMON
EQUITY

LONG-TERM
DEBT

SHORT-TERM
DEBT

Unisource
Energy

consolidated

$679.3
33.9%
34.1%

351,313.6
65.6%
65.9%

$10.0
0.5%

UNS Gas $96.7
49.2%
49.2%

$100.0
50.8%
50.8%

$0
0.0%

UNS Electric $83.8
21 .4%
43.7%

$108.0
27.6%
56.3%

$200
51 .0%

TEP $583.6
39.0%
39.2%

$903.6
60.4%
60.8%

$10.0
0.7%

4 I

Source for Unisource Energy Consolidated and TEP is 2008 10-K
Source for UNS Gas and UNS Electric is Response to STF 7.2.
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PROXY GROUPS
COMMON EQUITY RATIOS

COMPANY 2004 2005 2006 2007 2008 Average 2012-2014

Parcell Proxy Group

Avista Corp.
Hawaiian Electric industries, Inc
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings, Inc.
TECO Energy, Inc.
Westar Energy, inc.

41 .9%
51 .0%
34.0%
53.3%
39.6%
24.9%
45.5%

40.6%
53.3%
35.1%
56.8%
42.3%
30.0%
47.2%

46.3%
48.6%
39.7%
51 .6%
45.1%
35.0%
49.3%

59.0%
51 .0%
392%
53.0%
45.9%
39.0%
48.9%

51 .9%
52.7%
38.1%
53.2%
43.8%
38.5%
49.7%

47.9%
51 .3%
37.2%
53.6%
43.3%
33.5%
48.1%

50.0%
55.0%
44.0%
50.0%
48.5° />
41 .5%
52.5%

Average 41.5% 43.6% 45.1% 48.0% 46.8° /> 45.0% 48.8%

Pritz Comparable Company Group

61 .8%
59.1%
48.7%
51 .0%
62.6%
34.0%

60.9%
58.0%
49.0%
53.3%
60.7%
35.1%

64.9%
58.8%
50.3%
48.6%
61 .3%
39.7%

64.4%
552%
49.9%
51 .0%
64.8%
39.2%

58.4%
54.6%
46.4%
52.7%
63.7%
38.1%

62.1 %
57.1%
48.9%
51 .3%
62.6%
37.2%

51 .5%
48.5%
49.0%
55.0%
65.0%
44.0%

ALLETE, inc.
CH Energy Group, Inc.
Empire District Electric Co.
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
NSTAR
Portland General Electric
UIL Holdings

40.2%
58.9%
52.8%

38.6%
57.7%
52.8%

39.7%
56.6%
53.0%

40.1%
50.1%
49.2%

42.8%
53.8%
46.4%

40.3%
55.4%
508%

54.0%
50.5%
48.0%

Average 52.1% 51.8% 52.5% , 51.5% 50.8% 51.8% 51.7%

Source: Value Line.
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PROXY COMPANIES
BASIS FOR SELECTION

Company

Market Percent Reg
Capitalization Elec or Gas

($ millions) Revenues

Common
Equity
Ratio

Value
Line

Safety

S&P
Bond
Rating

Moody's
Bond
Rating

Unisource Energy

Parnell Proxy Group

$975,000 84% 39% 3 NR NR

Avista Corp.
Hawaiian Electric industries, Inc.
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings, inc.
TECO Energy, Inc.
Westar Energy, Inc.

$1 ,000,000
$1 ,600,000
$3,600,000
$3,300,000
$3, 100,000
$2,800,000
$2,300,000

53%
98%
81 %
97%
50%
63%
71 %

54%
46%
41%
45%
43%
39%
44%

3
3
3
3
3
3
2

BBB+
BBB

BBB+
BBB-

A-

BBB
BBB-

Baal
Baa2

AS
Baa2
Baal
Baal
Baa2

Prinz Comparable Company Group

$1 ,100,000
$750,000
$625,000

$1 ,600,000
$850,000

$4,100,000

90%
49%
86%
98%
59%
81 %

58%
49%
43%
46%
64° />
41%

2

1

3

3

1

3

A-

A
BBB+
BBB
AA-

BBB+

AS
A2

Baal
Baa2
Aa2
AS

ALLETE, Inc.
CH Energy Group, Inc.
Empire District Electric Co.
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
NSTAR
Portland General Electric
UIL Holdings

$3,400,000
$1 ,400,000
$775,000

80%
98%

100%

43%
49%
45%

1

2

2

AA-
A

NR

AL
Baal
Baan

Sources: AUS Utility Reports, Value Line.
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COMPARISON COMPANIES
DIVIDEND YIELD

COMPANY
Qtr

DPS DPS
October - December 2009

HIGH AVERAGELOW YIELD

Parcell Proxy Group

Avista Corp.
Hawaiian Electric Industries, inc,
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings, inc.
TECO Energy, Inc.
Westar Energy, Inc.

$0.21
$0.31
$0.24
$0.53
$0.27
$0.20
$0.30

$0.84
$1 .24
$0.95
$2.10
$1.08
$0.80
$1.20

$22.44
$21 .55
$26.48
$37.96
$17.51
$16.71
$22.30

$18.48
$17.64
$22.20
$31.08
$14.24
$13.45
$18.91

$20.46
$19.60
$24.34
$34.52
$15.88
$15.08
$20.61

4.1%
6.3%
3.9%
6.1%
6.8%
5.3%
5.8%

Average 5.5%

Pritz Comparable Company Group

ALLETE, Inc.
CH Energy Group, Inc.
Empire District Electric Co,
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
Northwestern Corp.
NSTAR
Portland General Electric
UlL Holdings

$0.44
$0.54
$0.32
$0.31
$0.37
$0.24
$0.34
$0.38
$0.26
$0.43

$1.76
$2.16
$1.28
$1.24
$1.47
$0.95
$1.34
$1.50
$1.02
$1.73

$35.29
$45.57
$19.36
$21 .55
$36.97
$26.48
$26.85
$37.75
$21.39
$29.00

$32.23
$39.54
$17.78
$17.64
$33.41
$22.20
$23.61
$30.76
$18.25
$25.27

$33.76
$42.56
$18.57
$19.60
$35.19
$24.34
$25.23
$34.25
$19.82
$27.14

5.2%
5.1%
6.9%
6.3%
4.2%
3.9%
5.3%
4.4%
5.1%
6.4%

Average 5.3%

Source: Yahoo! Finance.
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COMPARISON COMPANIES
RETENTION GROWTH RATES

COMPANY 2004 2005 2006 2007 2008 Average 2009 2010 2012-'14 Average

Parcell Proxy Group

Avista Corp.
Hawaiian Electric industries, Inc.
Northeast mutinies
Pinnacle West Capital Corp.
Pep co Holdings, inc.
TECO Energy, Inc.
Wester Energy, Inc.

1.4%
1.1%
1.6%
2.3%
2.5%
0.0%
3.2%

2.4%
1.5%
1.5%
1.0%
2.4%
3.3%
4.3%

4.9%
0.7%
0.3%
3.4%
1.5%
5.0%
5.5%

0.8%
0.8%
4.3%
2.5%
2.3%
5.1%
4.3%

3.7%
0.5%
5.3%
0.3%
4.2%
0.0%
1.2%

2.6%
0.9%
2.6%
1.9%
2.6%
2.7%
3.7%

4.0%
0.0%
4.5%
1.0%
0.0%
2.0%
1.0%

3.5%
1.5%
4.5%
2.0%
1.0%
3.5%
2.0%

3.0%
3.0%
4.0%
3.0%
2.5%
4.5%
2.5%

3.5%
1.5%
4.3%
2.0%
1.2%
3.3%
1.8%

Average 2.4% 2.5%

Pritz Comparable Company Group

0.0%
0.5%
0.0%
0.0%
3.0%
4.5%

1.0%
1.5%
0.5%
1.5%
4.0%
4.5%

2.0%
2.5%
2.5%
3.0%
5.5%
4.0%

1.0%
1.5%
1.0%
1.5%
4.2%
4.3%

ALLETE, inc.
CH Energy Group, Inc.
Empire District Electric Co.
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
NSTAR
Portland General Electric
UIL Holdings

4.7%
1 .7%
0.0%
1 .1 %
2.3%
1 .6%
5.8%
4.8%
7.2%
0.0%

5.2%
2.0%
0.0%
1 .5%
1 .2%
1 .5%
4.2%
4.6%
5.3%
0.0%

5.0%
1 .2%
0.8%
0.7%
3.7%
0.3%
0.8%
4.9%
3.5%
0.0%

5.8%
1 .G%
0.0%
0.8%
4.3%
4.3%
0.7%
4.9%
6.6%
3.1 %

3.9%
0.4%
0.0%
0.5%
4.4%
5.3%
2.3%
4.9%
2.0%
1 .0%

4.9%
1 .4%
0.2%
0.9%
3.2%
2.6%
2.8%
4.8%
4.9%
0.8%

5.0%
2.5%
1.0%

5.0%
3.0%
1.5%

6.0%
3.5%
2.5%

5.3%
3.0%
1.7%

Average 2.G% 2.6%

Source: Value Line Investment Survey.
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COMPARISON COMPANIES
PER SHARE GROWTH RATES

COMPANY
5-Year Historic Growth Rates

EPS DPS BVPS Average
Est'd '06-'08 to '12-'14 Growth Rates

EPS DPS BVPS Average

Parcell Proxy Group

Avesta Corp,
Hawaiian Electric Industries, Inc.
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings, Inc.
TECO Energy, Inc.
Westar Energy, Inc.

4.0%
-6.0%
3.0%
-1 .0%
-2.0%
-5.0%
21 .5%

5.0%
0.0%
8.5%
5.0%
17.5%
-9.0%
-0.5%

3.0%
1.0%
2.0%
3.0%
1.5%
-6.5%
1.0%

4.0%
-1 .7%
4.5%
2.3%
5.7%
-6.8%
7.3%

6.5%
7.0%
8.0%
3.0%
NMF
4.5%
4.0%

11.5%
0.0%
7.0%
1.0%
NMF
2.5%
4.5%

3.5° /o
2.0%
4.5%
1.0%
1.0%
4.5%
6.0%

7.2%
3.0%
6.5%
1.7%
1.0%
3.8%
4.8%

Average 2.2% 4.0%

Pritz Comparable Company Group

-1 .5%
3.5%
-6.0%
6.0%
3.0%

0.0%
0.0%
0.0%
1.0%
8.5%

1.5%
1.5%
1.0%
8.0%
2.0%

0.0%
1.7%
-1 .7%
5.0%
4.5%

~1.0%
3.5%
6.0%
7.0%
6.0%
8.0%

3.0%
0.0%
1.0%
0.0%
0.5%
7.0%

3.0%
2.0%
1.5%
2.0%
7.0%
4.5%

1.7%
1.8%
2.8%
3.0%
4.5%
6.5%

4.0% 6.0% 5.0% 5.0% 8.0%
3.5%
3.0%

5.5%
5.5%
0.0%

5.5%
2.5%
2.5%

ALLETE, Inc.
CH Energy Group, Inc.
Empire District Electric Co.
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
NSTAR
Portland General Electric
UlL Holdings -2,0% -2.0%

6.3%
3.8%
1.8%

Average 1.8% 3.6%

Source: Value Line Investment Survey.
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COMPARISON COMPANIES
DCF COST RATES

ADJUSTED
YIELD

HISTORIC
RETENTION
GROWTH

PROSPECTIVE
RETENTION
GROWTH

HISTORIC
PER SHARE
GROWTH

PROSPECTIVE FIRST CALL
PER SHARE EPS
GROWTH GROWTH

AVERAGE
GROWTH

DCF
RATES

COMPANY

Purcell Proxy Group

4.0%

4.5%
2,3%
5.7%

7.2%
3.0%
5.5%
1.7%
1.0%
3.8%
4.8%

5.0%
10.5%
9.3%
8.0%
5.5%
9.8%
3.7%

Avesta Corp,
Hawaiian Electric Industries, Inc.
Northeast utilities
Pinnacle West Capital Corp.
Pep co Holdings, Inc.
TECO Energy, Inc.
Westar Energy, Inc.

4.2%
6.5%
4.0%
6.2%
6.9%
5.4%
5.9%

2.6%
0.9%
2.6%
1.9%
2.6%
2.7%
3.7%

3.5%
1.5%
4.3%
2.0%
1.2%
3.3%
1.8% 7.3%

4,5%
4.0%
5.5%
3.2%
3.2%
4.9%
4.3%

8.7%
10.4%
9.5%
9.4%
10.1%
10.4%
10.2%

Mean 5.6% 2.4% 2.5% 4.8% 4.0% 7.4% 4.2% 9.8%

Median 5.9% 2.6% 2.0% 4.5% 3.8% 8.0% 4.3% 1o.1°/.

Composite - Mean 8.0% 8.1% 10.4% 9.6% 13.0% 9.8%

Composite - Median 8.5% 1.9% 10.4% 9.8% 13.9% 10.2%

Pritz Comparable Company Group

1.7%

1.7%
1.8%
2.8%
3.0%
4.5%
6.5%

1.0%
1.5%
1.0%
1.5%
4.2%
4.3%

5.0%
4.5%

ALLETE, Inc.
CH Energy Group, Inc.
Empire District Electric Co.
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
NorthWestern Corp.
NSTAR
Portland General Electric
UlL Holdings

5.3%
5.1%
7.0%
6.5%
4.8%
4.0%
5.4%
4.5%
5.3%
6.4%

4.9%
1.4%
0.2%
0.9%
3.2%
2.6%
2.8%
4.8%
4.9%
0.8%

5.3%
3.0%
1.7%

5.0% 6.3%
3.8%
1.8%

4.0%
N/A
6.0%
10.5%
5.0%
9.3%
7.0%
5.1%
6.8%
4.5%

2,9%
1,6%
2.3%
4.0%
4.4%
55%
4.9%
5.4%
4.6%
2.2%

8.2%
6.7%
9.3%
10.4%
8.6%
9.5%
10.3%
9.9%
9.9%
8.6%

Mean 5.4% 2.6% 2.6% 4.0% 3.6% 6.5% 3.8% 9.2%

Median 5.3% 2.7% 1 .7% 4.8% 3.0% 6.0% 4.2% 9.4%

Composite - Mean 8.0% 8.0% 9.4% 9.0% 11.9% 9.2%

Composite .. Median 8.0% 6.9% 10.0% 8.3% 11.3% 9.5%

Sources: Prior pages of this schedule,
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STANDARD & POOR'S 500 COMPOSITE
20-YEAR U.S. TREASURY BOND YIELDS

RISK PREMIUMS

Year EPS BVPS ROE

20-YEAR
T-BOND
YIELD

RISK
PREMIUM

1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

$12.33
$14.86
$14.82
$15.38
$12.64
$14.03
$16.64
$14.61
$14.48
$17.50
$23.75
$22.87
$21.73
$16.29
$19.09
$21.89
$30.80
$33.96
$38.73
$39.72
$37.71
$48.17
$50.00
$24.69
$27.59
$48.73
$58.55
$69.93
$81.51
$66.18
$14.88

$79.07
$85.35
$94.27
$102.48
$109.43
$112.46
$1 16.93
$122.47
$125.20
$126.82
$134.04
$141 .32
$147.26
$153.01
$158.85
$149.74
$180.88
$193.06
$215.51
$237.08
$249.52
$266.40
$290.68
$325.80
$338.37
$321 .72
$367.17
$414.75
$453.06
$504.39
$529.59
$451 .37

15.00%
16.55%
15.06%
14.50%
11.39%
12.23%
13.90%
11.80%
11.49%
13.42%
17.25%
15.85%
14.47%
10.45%
12.37%
13.24%
16.37%
16.62%
17.11%
16.33%
14.62%
17.29%
16.22%
7.43%
8.36%

14.15%
14.98%
16.12%
17.03%
12.50%
3.30%

7.90%
8.86%
9.97%
11.55%
13.50%
10.38%
11 .74%
11 .25%
8.98%
7.92%
8.97%
8.81 %
8. 19%
8.22%
7.29%
7.17%
6.59%
7.60%
6.18%
6.64%
5.83%
5.57%
6.50%
5.53%
5.59%
4.80%
5.02%
4.69%
4.68%
4.86%
4.45%

7.10%
7.69%
5.09%
2.95%
-2.11%
1.85%
2.16%
0.55%
2.51 %
5.50%
8.28%
7.04%
5.28%
2.23%
5.08%
6.07%
9.78%
9.02%
10.93%
9.69%
8.79%
11.72%
9.72%
1.90%
2.77%
9.35%
9.96%

11.43%
12.35%
7.64%
-1.15%

Average 6.20%

Source: Standard 8< Poor's Analysts' Handbook, Ibbotson Associates Handbook.
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Exhibit (DCP-1 )
Schedule 9
Updated

COMPARISON COMPANIES
CAPM COST RATES

COMPANY
RISK-FREE

RATE BETA
RISK

PREMIUM
CAPM
RATES

Parcell Proxy Group

Avesta Corp.
Hawaiian Electric Industries, inc.
Northeast Utilities
Pinnacle West Capital Corp.
Pep co Holdings, Inc.
TECO Energy, inc.
Westar Energy, Inc.

4.27%
4.27%
4.27%
4.27%
4.27%
4.27%
4.27%

0.70
0.70
0.70
0.75
0.80
0.85
0.75

5.23%
5.23%
5.23%
5.23%
5.23%
5.23%
5.23%

7.9%
7.9%
7.9%
8.2%
8.5%
8.7%
8.2%

Mean 8.2%

Median 8.2%

Pritz Comparable Company Group

ALLETE, Inc.
CH Energy Group, Inc.
Empire District Electric Co.
Hawaiian Electric Industries
MGE Energy, Inc.
Northeast Utilities
NorthW estern Corp.
NSTAR
Portland General Electric
UIL Holdings

4.27%
4.27%
4.27%
4.27%
4.27%
4.27%
4.27%
4.27%
4.27%
4.27%

0.70
0.65
0.75
0.70
0.65
0.70
0.70
0.65
0.70
0.70

5.23%
5.23%
5.23%
5.23%
5.23%
5.23%
5.23%
5.23%
5.23%
5.23%

7.9%
7.7%
8.2%
7.9%
7.7%
7.9%
7.9%
7.7%
7.9%
7.9%

Mean 7.9%

Median 7.9%

Sources: Value Line Investment Survey, Standard & Poor's Analysts' Handbook, Federal Reserve.
20-year Treasury Bonds

Month Rate
Oct, 2009 4.16%
Nov, 2009 4.24%
Dec, 2009 4.40%
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Exhibit (DCP-1 )
Schedule 11
Updated

STANDARD & POOR'S 500 coMposiTE
RETURNS AND MARKET-TO-BOOK RATIOS

1992 - 2008

YEAR
RETURNON

AVERAGE EQUITY
MARKET-TO
BOOK RATIO

1992 12.2% 271%

1993 13.2%

1994 16.4%

272%

246%

1995 16.6% 264%

1996 299%

1997

17.1%

16.3% 354%

1998 14.6% 421%

1999 17.3% 481%

2000 16.2%

7.5%

453%

353%2001

2002 8.4% 296%

2003 14.2% 278%

2004 15.0%

2005 16.1%

17.0%

291%

278%

2006 277%

2007 12.8% 284%

2008 3.3% 224%

Averages:

1992-2001 14.7% 341%

2002-2008 12.4% 275° /o

Source: Standard & Poor's Analyst's Handbook, 2008 edition, page 1.
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Exhibit (DCP-1 )
Schedule 12
Updated

RISK INDICATORS

GROUP
VALUE LINE

SAFETY
VALUE LINE

BETA
VALUE LINE

FIN STR
S & P

STKRANK

S & P's 500
Composite 2.7 1.05 B++ B

Parcels Proxy Group 2.9 0.75 B+ B

Pritz Comparable Company Group 2.1 0.69

Sources: Value Line Investment Survey, Standard & Poor's Stock Guide.

Definitions:

Safety rankings are in a range of 1 to 5, with 1 representing the highest safety or lowest risk.

Beta reflects the variability of a particular stock, relative to the market as a whole. A stock with
a beta of 1.0 moves in concert with the market, a stock with a beta below 1.0 is less variable
than the market, and a stock with a beta above 1.0 is more variable than the market.

Financial strengths range from C to A++, with the latter representing the highest level.

Common stock rankings range from D to A+, with the later representing the highest level.
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Exhibit (DCP-1 )
Schedule 13
Updated

UNS ELECTRIC INC
RATING AGENCY RATIOS

Item Percent Cost
Weig.hted

Cost
Pre-Tax

Cost

Long-Term Debt 54.24% 7.05% 3.82% 3.82%

Common Equity 45.76% 10.00% 4.58% 7.63%

Total 100.00% 8.40% 11.45% t/

t/ Post-tax weighted cost divided by .60 (composite tax factor)

Pre-Tax coverage 2.99
11.45% I3.82%

Standard 8< Poor's Utility Benchmark Ratios:
Business Profile of "4" A BBB

Pre-tax coverage 3.3x -4.0x 2.2x - 3.0x

Total debt to total capital 45%-52% 52%-62%
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Exhibit (DCP-1 )

Schedule 14
Page 1 of 2

LONG-TERM PROJECTIONS OF
GROSS DOMESTIC PRODUCT GROWTH

Social Security Administration

Year Real GDP GDP Index
Nominal
G D P Year Real GDP GDP Index

Nominal
G D P

2049

2050

2051
2052
2053
2054
2055

2056
2057
2058
2059
2060
2061

2062
2063

2064
2065
2066
2067

2068
2069

2070
2071

2072
2073
2074

2075

2076
2077
2078

2079
2080

2081
2082

2.2%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%

2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%

4.6%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%

2008
2009
2010

2011
2012
2013
2014
2015

2016
2017

2018
2019
2020

2021
2022
2023
2024

2025

2026

2027
2028

2029
2030

2031
2032
2033

2034
2035
2036
2037

2038

2039
2040

2041

2042
2043
2044

2045
2046
2047

2048

2.3%
2.8%
2.7%
2.5%
2.5%
2.5%
2.4%
2.3%
2.3%
2.3%
2.3%
2.3%
2.2%
2.2%
2.2%
2.2%
2.2%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.1%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%
2.2%

2.0%
2.1%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%
2.4%

4.3%
4:9%
5.1%
4.9%
4.9%
4.9%
4.8%
4.7%
4.7%
4.7%
4.7%
4.7%
4.6%
4.6%
4.6%
4.6%
4.6%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.5%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%
4.6%

Average 4.6%

Source: 2007 OASDI Trustees Report.
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Exhibit (DCP-1 )
Schedule 14
Page 2 of 2

LONG-TERM PROJECTIONS oF
GROSS DOMESTIC PRODUCT GROWTH

Energy Information Administration

Annual Growth (2005-2030):

Real GDP 2.4%

GDP Chain-type Price Index

Nominal GDP Growth

2.0%

4.4%

Source: Energy Information Administration, Annual Energy Outlook
2008 with Projections to 2030.
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Exhibit (DCP-1)
Schedule 15

RECALCULATION OF FAIR VALUE RATE OF RETURN

Calculation of FVROR as used on pages 54 and 57 of Parcell testimony

Dollars Percent Cost Wet Cost

Long-term Debt $99,300,000 1/ 36.45% 7.05% 2.57%

Common Equity $83,800,000 1/ 30.76% 10.00% 3.08%

FVRB Increment $89,333,154 2/ 32.79% 1.50% 0.49%

$272,433,154 6.14%

1/ Dollars of long-term debt and common equity, as used in UNS Electric filing to develop
Company's cost of capital.

2/ Differential between FVRB and OCRB, as developed by Staff witness Fish.
3/ This corrects for the mistake on page 57, where 0.34% was incorrectly shown.
4/ Thiscorrects for the mistake on page 57, where 5.99% was incorrectly shown.

This analysis, as developed on page 54, combines the dollars of long-term debt and common
equity, with the dollars of the FVRB increment.

Recalculation of FVROR to reflect matching of OCRB with values of long-term debt and

common equity.

FVRB

OCRB

$257,949,478
$168,616,324

FVRB Increment $89,333,154

Percent 5/

Long-term Debt 54.24% $91,457,494 35.46% 7.05% 2.50%

Common Equity 45.76% $77,158,830 29.91% 10.00% 2.99%

FVRB Increment $89,333,154 34.63% 1.50% 0.52%

Fair Value Rate Base $257,949,478 100.00% 6.01%

5/ Percentages of long-term debt and common equity as shown on Schedule 1.



Co. review of Staff
calculations

Staff OCRB ROR 8.40%

Readjustment of
Staff calculations
including Credit
Support & CARES

8.40%

Readjustment of
Staff calculations
Excluding Credit
support & CARES

8.40%

Staff's proposed return OCRB
Staff's fair value return

Staff's proposed return tot

$14,163,717,00

$1.339,997.00
$15,503,714.00

$14,163,717.00
$1,339,997_00

$15,503,714.00

$14,163,717.00
$1,3s9,997.00

$15,503,714.00

Company's proposed operating expenses before taxes
Staffs proposed operating expenses before taxes

($146,801 ,451 .00)
($147,945v938.00)

($146,801 ,451.00)
($147,945,938.00)

($146,801 ,451 .00)
($147,945,938.00)

$13,041 ,924.00
($6,441,144.00)

$12,9B0,137.00 $12,980,137.00Staffs pro forma operating income before inc. taxes
Less interest-synchronized per Co. review*
Less actual interest L-T debt**
Less actual interest credit support costs***
Pro forma taxable income

($7,050,000.00)

$6v600,780.00

($7,050,000.00)
($195,000.00)

$5,735,137.00 $5,930,137.00

Tax rate 38.5980% 3B.5980% 38.5980%

Income Tax Expense
Company adjusted income tax
Income Tax Increase over Co. Filing

$2,547,769.06
$2,121,267.00

$426,502.06

$2,213,648.18
$2,121 ,267.00

$92,381 .18

$2,2B8,914.28
$2,121 ,267.00

$167,547.28

Pro forma Oper income after taxes $10,494,154.94 $10,766,488.82 $10,691,222.72

Revenue Shortfall $3,669,562.06 $8,397,228.18 $3,472,494.28

Fair Value Increment $1,339,997.00 $1,339v997.00 $1 ,339,997.00

Deficiency
Tax gross-up
Staff's corrected increase
Staff's surrebuttal corrected increase
Change in Staff's increase

$5,009,559.06
1.6363

$8,197,141.50

$4,737,225.18
1.6363

$7,751,521 .56
$7,579,110.00

$172,411.56

$4,812,491 .28
1.6363

$7,874_679.48
$7.579,110.00

$295,569.48

*OCRB *weighted average cost of debt
**L-T debt times cost of debt
***Ac:tual annual cost as per Grant rebuttal testy
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EXH¥BTf

UNS ELECTRIC, INC.'S RESPONSE TO
STAFF'S TWENTY-FOURTH SET OF DATA REQUESTS

DOCKET NO. E-04204A-09-0206
December 21, 2009

STF 24.3 RE: statement on pages 8-9 about use of geometric means. Please
indicate if Ms. Pritz is aware that, in the prior UNS Electric rate case, the
Arizona Corporation Commission specifically stated that it is proper to use
the geometric means in the manner proposed by Mr. Parcels.

RESPONSE : In Decision No. 70360 (May 27, 2008), the Commission stated, "We agree with
Staff that it is appropriate to consider the geometric returns in calculating a
comparable company CAPM because to do otherwise would fail to give
recognition to the fact that many investors have access to such information for
purposes of making investment decisions." However, as stated in my Rebuttal
Testimony, investors also have access to financial literature that would lead them
to use arithmetic averages rather than geometric averages. For instance, as stated
by Michael Antin, CFA and Dominic Falaschetti, CFA,

"In SBBI, Ibbotson Associates provides both arithmetic and
geometric means for different asset classes. The equity risk
premium that is outlined in the publication is an arithmetic mean
however. SBBI has a number of different audiences including
business appraisers, investment analysts, and financial planners.
Geometric means are presented because they can be useful in
analyzing historical performance."

Also, Hal Heaton, Ph.D., comments,

"Financial textbooks that cite the use of historical data to estimate
the equity risk premium for the future indicate that, if historical
data are used, the arithmetic average is the appropriate average...
The issue is muddied by a few authors who choose to use the
geometric average...."2

And from Pratt and Grabowski in their textbook Cost  of  Capi ta l :
Applicat ions and Examples, . ̀

"The arithmetic
literature...."3

average receives the most support in

RESPONDENT :
WITNESS :

Martha B. Pritz
Martha B. Pritz

I Antin and Falaschetti, "Equity Risk Premium Article", Valuation Strategies (January/February 1998)
z Heaton, "On the Use of Size Premiums, Arithmetic or Geometric Average Returns, and Liquidity Premiums in
Determining Discount Rates",Journal of Property Tax Assessment & Administration Volume 4, Issue 4 (October
2007): 5-12.
3 Pratt and Grabowski, Cost of Capital.' Applications and Example (Wiley 2008) at 96.



UNS ELECTRIC, INC.'S RESPONSE TO
STAFF'S TWENTY-FOURTH SET OF DATA REQUESTS

DOCKET no. E-04204A-09-0206
December 21, 2009

STF 24.6 Please indicate isMs. Pritz has updated her cost of capital analyses or
intends to update them.

RESPDNSE : No update of the analyses has been completed, although some preliminary work
has been done.

RESPONDENT : Martha B. Pritz

WITNESS : Martha B. Pritz
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS
KRISTIN K. MAYES - CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

1

2

3

4

5

6

7

8

9

10

11

12

13 UNS Electric, Inc. ("UNS Electric" or "Company"), pursuant to A.R.S. §§ 40-250, 40-

14 251 and 40-301, and A.A.C. R14-2-103, and through undersigned counsel, respectfully tiles this

15 rate application requesting the following:

16 1. Approval of an increase in its base rates of $13,500,000 or approximately 7.5%,

17 over test year revenues, and to set UNS Electric's fair value rate base at

18 $265,152,067 UNS Electric further requests approval of its proposed rate design

19 with new rates becoming effective June 1, 2010,

20 Approval of a modification of the interest rate on its Purchased Power and Fuel

21 Adjustment Clause ("PPFAC") bank balance and inclusion of credit-related costs

22 to support the procurement of wholesale power and natural gas, and

23 Approval of a post-test year adjustment to rate base and revenue-neutral rate

24 reclassification, effective on the date of UNS Electric's proposed acquisition of

25 the 90 MW Black Mountain Generating Station peaking facility in Mohave

26 County.

27

IN THE MATTER OF THE APPLICATION OF
UNS ELECTRIC, INC. FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
THE PROPERTIES OF UNS ELECTRIC, INC.
DEVOTED TO ITS OPERATIONS
THROUGHOUT THE STATE OF ARIZONA.

) DOCKET no. E-04204A-09-
)
)
)
)
)
)
)
)
)

APPLICATION

1

2.

3.

l



In support of this Application, UNS Electric respectfully states as follows:1

2

3

4

OVERVIEW

UNS Electric requests a rate increase of $l3,500,000, or approximately 7.5% over

test year revenues. This rate increase is driven by several factors, including substantial additions

to rate base after the test year of the prior rate case (June 30, 2006) and increasing operating5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

costs.

23

24

25

26

27

2. The rate case is key to improving UNS Electric's financial condition, which will,

among other things, improve its ability to attract capital on reasonable terms and acquire

economic wholesale power. Recent extraordinary economic circumstances have challenged

UNS Electric's ability to raise capital at reasonable terns. UNS Electric's prior rate order

(Decision No. 70360 (May 27, 2008)) authorized an ROE of 10%. However, UNS Electric is

currently earning well under its authorized return on equity ("ROE"). During the test year

(2008), UNS Electric earned an ROE of 4.6%, and it is projected to am an ROE of only 4.0% in

2009. Without the appropriate rate relief, it may be difficult for the Company to attract capital

and acquire wholesale power on reasonable terms .

3. UNS Electric also requests two modifications to its current Purchased Power and

Fuei Adjustment Clause ("PPFAC"). First, the PPFAC allows UNS Electric to recover interest

costs on its bank balance when PPFAC collections are less than actual purchased power and fuel

costs. The current interest rate is based on the federal government's short term cost of

borrowing. Therefore, UNS Electric proposes that the PPFAC interest rate be reset to LIBOR

plus l%, which reflects UNS Eiectric's actual cost of borrowing. Secondly, UNS Electric

requests that credit-related costs to support the procurement of wholesale power and natural gas

be included in its PPFAC.

UNS Electric further requests several changes to its rate structure. UNS Electric

proposes modifying its rate design to more closely reflect costs. This effort is best exemplified

in UNS Electric's modification and expansion of it Time-of-Use ("TOU") rates program. The

Company has adjusted TOU base power supply charges to expand the difference between on-

2

4.

1.

I



4

o

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

peak and off-peak charges. This provides a more accurate price signal to customers, as well as

greater rewards from load shifting, and should encourage greater customer participation in the

TOU programs. UNS Electric also proposes to expand TOU participation further with the

introduction of three new Super-Peak demand response rates aimed at substantial demand

reductions in a single hour. Moreover, UNS Electric proposed a slight increase in the monthly

customer charge and an increase to non-fuel base rates.

UNS Electric proposes changes to its low-income programs that will hold the

majority of customers (those with monthly usage levels less than 945 kph) in the Customer

Assistance Residential Energy Support ("CARES") program harmless from the proposed rate

increase in this case. Higher usage CARES customers (more than 945 kph per month) are not

held fully harmless from the rate increase in this case, but they will avoid most of the increase.

Additionally, the Company proposes low-income program expansion that will increase the

number of customers qualifying for low-income programs by expanding the eligibility beyond

the current CARES threshold of 150% of poverty.

UNS Electric is requesting minor changes to its Rules and Regulations and formal

Commission approval of the proposed Line Extension Policy submitted in response to the

Company's prior rate order.

7.18

19

20

21

22

23

24

25

Finally, as discussed in more detail below, UNS Electric is requesting the

Commission to authorize a post-test year rate base adjustment and related revenue-neutral rate

reclassification which would allow UNS Electric to acquire the Black Mountain Generation

Station ("BMGS"). UNS Electric currently owns very little generation capacity .... and none in its

Mohave County load area where BMGS is located - and is heavily exposed to the purchased

power market. Acquisition of BMGS will reduce that exposure, enhance operational flexibility

and reliability, and improve UNS Electric's cash flow and creditworthiness, while at the same

time providing a highly economical resource to serve customers.

26

27

6.

5.

3



1 A. Revenue Requirement and Rate Increase.

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

UNS Electric's current rates and charges do not produce a reasonable return on

the fair value of its property devoted to public service and are therefore not just and reasonable.

Thus, the Company is requesting an increase in its base rates of $13,500,000 or approximately

7.5%, over test year revenues, and to set UNS Electric's fair value rate base at $265,l52,067.

Since the test-year ending June 30, 20061 through December 31, 2008, UNS Electric made

capital expenditures of approximately $86 million. A majority of these capital expenditures were

related to plant that was in service on December 31, 2008 and is currently used and useful.

These expenditures are not yet reflected in rates even though UNS Electric's customers have

been receiving the benefit of those capital additions to UNS Electric's system. Further, the

requested increase reflects an overall rate of return and weighted average cost of capital of

9.04%. This overall rate of return is based on an l 1.4% cost of common equity capital, an 7.05%

cost of long-term debt, with a capital structure consisting of 54.24% common equity, 45.76%

long-term debt, which was UNS Electric's actual capital structure as of December 3 l, 2008. The

requested rate of return on fair value rate base is 6.88%. The rate increase sought is required to

provide the Company an opportunity to earn a fair rate of return on the fair value of its assets

devoted to public service, and recover the Company's costs necessarily and prudently incurred in

rendering utility service to customers.

19 B. Rate Design.

20

21

22

23

UNS Electric is proposing to increase its monthly customer charges slightly

($0.50/month increase for all customer classes) so that they more closely track the actual cost of

service. For residential customers, the charge will increase from $7.50 to $8.00. Overall, the

non-fuel base rate for delivery of power will increase, on average, from 3.0 cents/kWh to 3.84

24 cents/kWh.

25 10.

26

A central component of UNS Electric's energy conservation plan is TOU rates.

TOU rates send customers a strong price signal by charging more for peak power than non-peak

27 1 In Decision No. 70360, the Commission determined UNS Electric's current rates based upon a test year ending on
June 30, 2006.

4

8.

9.

I Illllllll



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

power. Effective TOU rates can delay the need to build or purchase additional peaking

generation and they can reduce cost as peaking generation is more expensive compared to

caseload or intermediate generation. In Decision No. 70360, the Commission rejected UNS

Electric's proposal that all new customers automatically be enrolled in the TOU program. In this

case, UNS Electric proposes modifying its current TOU program to increase its effectiveness and

encourage more voluntary enrollment. Specifically, UNS Electric proposes increasing the

differential between peak and non-peak rates to send a stronger price signal against using peak

power. UNS Electric expects that these proposed changes to its TOU rates will offer customers a

more appropriate reward for their load management efforts, and will encourage greater customer

participation.

c.

11.

Low-Income Programs.

22

23

UNS Electric recognizes the difficulties facing all of its customers and especially

its low-income customers, especially in the current economic situation. UNS Electric proposes

changes to its low-income programs that will hold the Maj rarity of CARES customers (those with

monthly usage levels less than 945 kph) harmless from the proposed rate increase in this case -

in fact, bills with usage levels less than 945 kph will actually decrease. CARES customers

using more than 945 kph per month are not held fully harmless from the rate increase in this,

but they will avoid most of the increase. This will be accomplished by lowering the CARES

monthly customer charge, offering CARES customers a reduced base power supply rate, and

setting the PPFAC forward and true up components for CARES customers to zero and freezing

those components upon implementation of new rates. CARES customers also will still receive

the additional percentage discounts (30% for 0-300 kph, 20% for 301-600 kph, and 10% for

24

25

26

27

601-1000 kph) and the flat $8.00 per month discount for customers with monthly usage in

excess of 1,000 kph.

12. To help mitigate the impact of the rate increase on customers who earn slightly

more than the CARES threshold, UNS Electric proposes to increase the number of customers

that may qualify for low-income programs by expanding the eligibility threshold to 200% of

5

l l
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1 poverty, beyond the current 150% of poverty threshold. However, UNS Electric's support of an

expanded program is contingent upon the program costs being fully recovered from other retail

customers.

D. Black Mountain Generation Station.

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

13.

21

22

23

24

25

26

27

BMGS is owned by UniSource Energy Development Company. It is currently in

operation, and provides power to UNS Electric pursuant to an agreement accepted by the Federal

Energy Regulatory Commission.

14. BMGS has two natural gas turbines that were purchased at a discounted price.

This reduced cost will benefit UNS Electric's customers for years to come, if BMGS is placed

into rate base. In addition, the long term costs of owning and operating BMGS are expected to

be lower than the long term costs of purchasing power. Customers also will benefit from greater

stability in costs, as compared to fluctuating purchased power costs.

15. BMGS is located within UNS Electric's Mohave County service area, and its

location would provide UNS Electric with increased operational flexibility and reliability.

16. Including BMGS in rate base will improve UNS Electric's financial situation.

Cash flow will be improved because UNS Electric will no longer have to pay for the power

purchased from the plant. In addition, owning generation eliminates the risk that substitute

purchase power agreements would be viewed as equivalent to debt by credit ratings agencies, or

be viewed as leases for accounting purposes. Currently, UNS Electric relies almost exclusively

on purchased power, and owning this generation will help move UNS Electric towards a more

balanced portfolio of energy sources.

17. UNS Electric proposes that BMGS be included in rate base through a post-test

year adjustment and related rate reclassification. The rate reclassification would be a revenue

neutral increase in the non-fuel base rate and a corresponding decrease in the base power supply

rate. The reclassification would occur once the purchase of BMGS closes. The proposed

purchase price of $62.0 million is based upon the depreciated book value of the facility at the end

of the test year.

6
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1 APPLICATION

2

3

18. The Company is a corporation duly organized, existing arlin good standing

under the laws of the State of Arizona. Its principal place of business is 2498 Airway Avenue,

4

5

6

7

8

Kinsman, Arizona 86409.

19. The Company is a public service corporation principally engaged in the

transmission and distribution of electricity for sale in Arizona pursuant to Certificates of

Convenience and Necessity issued by the Commission.

20. All communications and correspondence concerning this Application, as well as

communications and pleadings with respect thereto tiled by other parties, should be sewed on:9

10

11

Philip J. Dion, Esq.
UniSource Energy Corporation
One South Church, Suite 2030
Tucson, Arizona 8570 l

12
and

13

14

15

Michael W. Patten, Esq.
Roshka, DeWulf & Patten, PLC
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

16

17 21.

18

19

20

21

This Commission has jurisdiction to conduct public hearings to determine the fair

value of the property of a public service corporation, to fix a just and reasonable rate of return

thereon, and thereafter, to approve rate schedules designed to develop such return. Further, the

Commission has jurisdiction to establish the practices and procedures to govern the conduct of

such hearing, including, but not limited to, such matters as notice, intervention, filing, service,

22

23

exhibits, discovery and other prehearing and hearing matters.

22. Accompanying this Application are the standard filing requirements and rate

24

25

design schedules described in A.A.C. R14-2-103 and the direct testimony and related exhibits of

the following witnesses:

26 Michael J. DeConcini

27 Thomas McKenna

(Overview and Policy)

(Operations, Black Mountain)

7
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1 Kenton C. Grant

2

3

4

5

6

Martha B. Pritz

Karen G. Kissinger

Dallas J. Dukes

D. Bentley Erdvvurm

Dr. Ronald E. White

7 23.

8

9

10

11

12

(Financial Needs, Black Mountain, Fair Value Return)

(Return on Equity, Weighted Average Cost of Capital)

(Financial Statements, Rate Base)

(Income and Expenses)

(Rate Design, TOU)

(Depreciation)

UNS Electric respectfully requests that this Commission set a date for a hearing

on this Application such that new rates for the Company will become effective on or before June

l, 2010. At the hearing conducted pursuant to this rate request, UNS Electric will establish,

among other things, that:

(1) its current rates and charges do not permit the Company to cam a fair

return on the fair value of its assets devoted to public service and are

13

14 (2)

15

16

17

therefore no longer just and reasonable,

the requested increase is the minimum amount necessary to allow the

Company an opportunity to earn a fair return on the fair value of its assets

devoted to public service, for the preservation of the Company's financial

integrity and for the attraction of new capital investment on reasonable

18

19 (3)

20

21

22

23 <4)

24

25 (5)

26

terms,

the Company requires additional permanent base revenue of at least

$13,500,000 based on annualized test period sales in order to continue to

provide adequate and reliable electric service to its customers as required

by law,

the proposed rate design, including revisions to its TOU rates, should be

approved,

the proposed modifications to UNS Electric's tariffs (specifically, its

Rules and Regulations) should be approved;

27

8
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¢

4

1 (6)

2

3

4

the interest rate to be applied to the PPFAC bank balance should be

revised so UNS Electric timely recovers the actual carrying cost of the

bank balance and credit-related costs to support the procurement of

wholesale power and natural gas should be included in the PPFAC

5 calculation, and

6 (7)

7

8

9

10 24.

11

12

13

14

15

16

17 (1)

18

19

the rate base treatment of BMGS by authorizing a post-test year

adjustment to rate base and reclassification of rates effective upon the

acquisition of BMGS should be approved in order to facilitate the

acquisition of the facility.

In addition to setting a hearing date, UNS Electric asks that the Commission issue

a procedural order setting forth the prescribed notice for the Application, establishing procedures

for intervention, and providing for appropriate discovery. UNS Electric further requests that the

Company should be authorized to serve all discovery requests, answers and objections

electronically. Hard copy service would remain available to parties upon request or where the

confidential nature of the information makes the use of electronic service impractical.

WHEREFORE, UNS Electric respectfully requests that the Commission:

Issue a procedural order establishing a date for hearing evidence concerning this

Application and procedures for intervention and discovery as described above,

Prescribe the time and font of notice to UNS Electric customers, and

20

(2)

(3) Issue a final order with the requisite findings of fact and conclusions of law

21

22

approving the Company's:

(i) request for an increase of its base rates, its proposed fair value rate base

23

24 (ii)

25

26 (iii)

and cost of capital,

revised rate design, including proposed TOU modifications, as shown in

the schedules accompanying this application,

revised PPFAC, as requested,

27

9
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(iv) requested post-test year rate base adjustment and rate reclassification

related to the Black Mountain Generation Station, and

(4) Grant such other approvals as may be necessary, just and reasonable.

t*-
RESPECTFULLY SUBMITTED this 30 day of April 2009.

UNS Electric, Inc.

By

1

2

3

4

5

6

7

8

9

10

Philip J. Dion
UniSource Energy Services
One South Church Avenue
Tucson, Arizona 85702

and
11

12

13

Michael W. Patten
ROSHKA DEWULF & PATTEN, PLC.
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

14
Attorneys for UNS Electric, Inc.

15
Original and M y uuyuio UP LLLU 1u1 Dguiflg
filed this 3 4 day of April 2009, with:16

17

18

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

19
Copy of 9 foregoing hand-delivered
this .30 day of April 2009, to:20

21

22

Chairman Kristin K. Mayes
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

23

24
Commissioner Gary Pierce
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 8500725

26

27

Commissioner Paul Newman
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

10
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1

.A

1

2

Commissioner Sandra D. Kennedy
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

3

4
Commissioner Bob Stump
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 850075

6 Lyn A. Farmer, Esq.
Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

7

8

9

10

11

12

Janice M. Alward, Esq.
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

13

14

Ernest Johnson, Esq.
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

15

16

17

18

19

20

21

22

23

24

25

26

27

11
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1

2

3

4

BEFORE THE ARIZONA CORPORATION COMMISSION

I
I
I
I

COMMISSIONERS
KRISTIN K. MAYES _ CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STI IMP5

6

7

8

9

) DOCKET NO. E-04204A-09-

10

11

IN THE MATTER OF THE APPLICATION OF
UNS ELECTRIC, INC. FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
THE PROPERTIES OF UNS ELECTRIC, INC.
DEVOTED TO ITS OPERATIONS
THROUGHOUT THE STATE OF ARIZONA.

12

)
)
)
)
)
)
)
>
)

13

14

15

16 UNS ELECTRIC, INC.
17

18

19

20

SCHEDULES

"A" through "H"
21

22

23
VOLUME 3 OF 4

24

25

26 April 30, 2009
27
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THIS FtL1NG Is

OR Resubmission No.Item 1: x An Initial (Original)
Submission

These reports are mandatory under the Federal Power Act, Sections 3, 4(a), 304 and 309, and

18 CFR 141.1 and 141 .400. Failure to report may result in criminal fines, avi! penalties and

other sanctions as provided by law, The Federal Energy Regulatory Commission does not

consider these reports to be of confidential nature

Exact Legal Name of Respondent (Company)

UNS Electric Inc,

YearlPeriod of Report

End of 2008/Q4

Form 1 Approved
OMB No. 1902-0021
(Expires 12/31/2011 )
Form 1-F Approved
OMB No. 1902~0029
(Expires 12/31/2011)
Form 3-Q Approved
OMB No. 19020205
(Expires 1/31/2012)
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FERC FINANCIAL REPORT
FERC FORM No. 1: Annual Report of

Major Electric Utilities, Licensees
and Others and Supplemental

Form 3-Q: Quarterly Financial Report

I
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FERC FORM No.1/3-Q (REV. 02-04)
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IDENTIFKIATION
01 Exact Legal Name of Respondent

UNS Electric, Inc.
02 Year/Period of Report

End of 2008/Q4

03 Previous Name and Date of Change (if name changed during year)
l I

04 Address of Principal Office at End of Period (Street, City, State, Zip Code)
One South Church Avenue, Suite 100 Tucson, Arizona 85701

05 Name of Contact Person
Karen G, Kissinger

06 Title of Contact Person
Vice President and Controller

07 Address of Contact Person (Street, City, State, Zip Code)
3950 E Irvington Road Tucson, Arizona 85714

08 Telephone of Contact Person,lncluding
Area Code

(520) 571-4000
A Resubmission

09 This Report is

(1) x An Original (2)

10 Date of Report
(Mo, Da, Yr)

04118/2009

ANNUAL CORPORATE OFFICER CERTIFICATION

The undersigned officer certifies that:

I have examined this report and to the best of my knowledge, information, and belief all statements of fact contained in this report are correct statements

of the business affairs of the respondent and the financial statements, and other financial information contained in this report, conform in all material

respects to the Uniform System of Accounts.

01 Name
Kevin P. Larson

GO Signature

Kevin P. Larson

04 Date Signed
(Mo, Do, vs

04/1 B/2009
02 True

Vice President and Treasurer

Title 18, U.S,C. 1001 makes it a crime for any person to knowingly and wittingly to make to any Agency or Department of the United States any
false, fictitious or fraudulent statements as to any matter within its jurisdiction.

FERC FORM no. 1/3-Q:
REPORT OF MAJOR ELECTRIC UTILITIES. LICENSEES AND OTHER

FERC FORM No.1/3-Q (REV. 02-04) Page 1

l



Name of Respondent

UNS Electric, inc.

This Report Is:
(1) l3]An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

use oF SCHEDULES (Electric utmty)

Enter in column (c) the terms "none,' "not applicable," or "NA," as appropriate, where no information or amounts have been reported for

certain pages. Omit pages where the respondents are "none," "not applicable," or "NA".

Line
No.

Title of Schedule

(a)

Reference
Page No.

(b)

Remarks

(C)

1 General !information 101

2 Control Over Respondent 102

3 Corporations Controlled by Respondent 103 N/A

4 Officers 104

5 Directors 105

6 Important Changes During the Year 108-109

7 Comparative Balance Sheet 110.113

8 Statement of Income for the Year 114-117

9 Statement of Retained Earnings for the Year 118-119

10 Statement of Cash Flows 120-121

11 Notes to Financial Statements 122-123

12 Statement of Acc um Comp income, Comp Income, and Hedging Activities 122<a)(b)

13 Summary of Utility Plant 8= Accumulated Provisions for Dap, Amory & Dap 200-201

14 Nuclear Fuel Materials 202-203 N/A

15 Electric Plant in Service 204-207

16 Electric Plant Leased to Others 213 NIA

17 Electric Plant Held for Future Use 214

18 Construction Work in Progress-Electric 216

19 Accumulated Provision for Depreciation of Electric Utility Plant 219

20 investment of Subsidiary Companies 224-225 N/A

21 Materials andSupplies 227

22 Allowances 228~229 N/A

23 Extraordinary Property Losses 230 N/A

24 Unrecovered Plant and Regulatory Study Costs 230 N/A

25 Transmission Service and Generation interconnection Study Costs 231

26 Other Regulatory Assets 232

27 Miscellaneous Deferred Debits 233

28 Accumulated Deferred Income Taxes 234

29 Capital Stock 250-251

30 Other Paid-in Capital 253

31 Capital Stock Expense 254 NIA

32 Long-Term Debt 256-257

33 Reconciliation of Reported Net income with Taxable inc for Fed Inc Tax 261

34 Taxes Accrued, Prepaid and Charged During the Year 262-263

35 Accumulated Deferred Investment Tax Credits 266-267 N/A

36 Other Deferred Credits 269

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

FERC FORM no. 1 (ED. 12-96) Page 2
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

LIST OF SCHEDULES (Electric utamy) (continued)

Enter in column (c) the terms "none," "not applicable," or "NA," as appropriate, where no information or amounts have been reported for

certain pages. Omit pages where the respondents are "none," ' not applicable," or "NA"

Line
No.

Title of Schedule

<a)

Reference
Page No.

(b) (c)

Remains

37 Accumulated Deferred Income Taxes~Accelerated Amortization Property 272-273 N/A

38 Accumulated Deferred Income Taxes-Other Property 274.275

39 Accumulated Deferred Income Taxes-Other 276-277

40 Other Regulatory Liabilities 278

41 Electric Operating Revenues 300-301

42 Sales of Electricity by Rate Schedules 304

43 Sales for Resale 310-311

44 Electric Operation and Maintenance Expenses 320-323

45 Purchased Power 326-327

46 Transmission of Electricity for Others 328~330

47 Transmission of Electricity by ISO/RTOs 331 N/A

48 Transmission of Electricity by Others 332

49 Miscellaneous General Expenses-Electric 335

50 Depreciation and Amortization of Electric Plant 336,337

i t Regulatory Commission Expenses 350-351

52 Research, Development and Demonstration Activities 352~353 N/A

53 Distf§bution of Salaries and Wages 354-355

54 Common Utility Plant and Expenses 356 N/A

55 Amounts induced in ISO/RTO Settlement Statements 397 N/A

56 Purchase and Sale of Anciilaly Services 398

57 Monthly Transmission System Peak Load 400

58 Monthly ISO/RTO Transmission System Peak Load 400a N/A

59 Electric Energy Account 401

60 Monthly Peaks and Output 401

61 Steam Electric Generating Plant Statistics 402-403

62 Hydroelectric GeneratingPlantStatistics 406407 N/A

63 Pumped Storage Generating Plant Statistics 408-409 N/A

64 Generating Plant Statistics Pages 410411 N/A

65 Transmission Line Statistics Pages 422423

66 Transmission Lines Added During the Year 424-425

FERC FORM no. 1 (ED. 12~96) Page 3



Name of Respondent

UNS Electric, Inc.

This Resort is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

LIST OF SCHEDULES (Electric Utilityl (continued)

Enter in column (c) the terms "none," "not applicable," or "NA," as appropriate, where no information or amounts have been reported for

certain pages. Dmit pages where the respondents are "none," "not applicable," or "NA".

Line
No.

Title of Schedule

(a)

Reference
Page No.

(bl

Remarks

(c)

67 Substations 426~427

68 Footnote Data 450

Stockholders' Reports Check appropriate box:
Four copies wiH be submitted

X No annual report to stockholders is prepared

FERC FORM no. 1 (ED. 12-96) Page 4

llllullll



Name of Respondent

UNS Electric, inc.

This Report Is;

( 1 )  x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4End of

GENERAL INFORMATION

1. Provide name and title of officer having custody of the general corporate books of account and address of
office where the genera! corporate books are kept, and address of office where any other corporate books of account
are kept, if different from that where the general corporate books are kept.

Karen Kissinger, Vice President and Controller
3950 E. Irvington Road
Tucson, Arizona 85714

2. Provide the name of the State under the laws of which respondent is incorporated, and date of incorporation,
If incorporated under a specie! law_ give reference to such law. If not incorporated, state that fact and give the type
of organization and the date organized.

Arizona, January 14, 2003

3. If at any time during the year the property of respondent was held by a receiver or trustee, give (a) name of
receiver or trustee, (b) date such receiver or trustee took possession, (oz) the authority by which the receivership or
trusteeship was created, and (d) date when possession by receiver or trustee ceased.

Not Applicable .

4. State the classes or utility and other services furnished by respondent during the year in each State in which
the respondent operated.

Electric utility Service within the State of Arizona.

5. Have you engaged as the principal accountant to audit your financial statements an accountant who is not
the principal accountant for your previous year's certified financial statements?

Yes...Enter the date when such independent accountant was initially engaged:
Nox

(1)
<2>

FERC FORM No.1 (ED.12-87) PAGE 101
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Name of Respondent

UNS Electric, inc.

This Report Is:

( 1 )  x An Original
(2) A Resubmission

Date of Report
(Mo, Do, YO

04M8/2009

Yearlperiod of Report

2.008/Q4End of

CONTROL ovER RESPONDENT

1. If any corporation, business trust, or similar organization or a combination of such organizations jointly held
control over the respondent at the end of the year, state name of controlling corporation or organization, manner in
which control was held, and extent of control. if control was in a holding company organization, show the chain
of ownership or control to the main parent company or organization. If control was held by a trustee(s), state
name of trustee(s), name of beneficiary or benefioiearies for whom trust was maintained, and purpose of the trust.

As of December 31, 2008, UNS Electric, Inc. was 100% owned by Unisource Energy Services; Inc. which is 100% owned by

Ur»iSource Energy Corporation.

FERC FORM no. 1 (ED. 12-g6) Page 102



Name of Respondent

UNS Electric, inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/200g

Year/period of Report
End gf 2008/Q4

OFFICERS

1. Report below the name, title and salary for each executive officer whose salary is $50,000 or more. An "executive officer" of a
respondent includes its president, secretary, treasurer, and vice president in charge of a principal business unit, division or function
(such as sales. administration or finance), and any other person who performs similar policy making functions,
2. if a change was made during the year in the incumbent of any position, show name and total remuneration of the previous
incumbent, and the date the change in incumbency was made.

Line
No.

Title

(H)

•Name of fticer

(b)

S I ry
for8(aear

(<=>
1 President James S. Pignatelii* 726,000

2 Vice President and Secretary Raymond S. Heyman s16,000

3 vice President and Treasurer Kevin p. Larson 315,000

4 Vice President and Controller Karen G. Kissinger 249,000

5 Vice President and General Manager Thomas J. Ferry*

6 Vice President Thomas A, McKenna 193,000

7 Vice President David G. Hutchins 206,000

8 Vice President Philip J. Dion* 175,000

9

10
.*"

11

12 The reported salaries are presented in total for each

13 employee, Orgy a portion thereof is allocated to

14 UNS Electric, Inc.

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

FERC FORM NO. 1 (ED. 1286) Page 104
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Name of Respondent

UNS Electric, inc.

This Report is:
(1) L An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

FERC FORM no. 1 ED. 12-87 Page 450.1

Ighedule Page: 104 Lir3gj.\[g:...1Q-Column:a
Thomas J. Ferry, V.P. and GM retired effective February 1, 2008. Effective March 1, 2008,
Philip Dion was elected Vice President. James s. Pignatelli retired effective December
2008. Paul J. Bona via became President in January 2009.
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Name of Respondent

UNS Electric, Inc.

This Reonrt Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008lQ4

DIRECTORS

t Report below the information called for concerning each director of the respondent who held office at any time during the year. Include in column (a), abbreviated

titles of the directors who are officers of the respondent.
2. Designate members of the Executive Committee by a triple asterisk and the Chairman of the Executive Committee by a double asterisk.

Lmé
No.

Name (an'l title) of Director
a

Principal Bu81ess Address

1 James S. Pignatelii, President Tucson, Arlzona

2 Michael J, DeConcini, Sr. Vice President Tucson, Arizona

3 Raymond S. Heyman, Vice President and Secretary Tucson, Arizona

4

5 .I3sé éEF5bih6fe

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

FERC FORM NO. 1 (ED. 12-95) Page 10s
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) __x An Original
(2) ___ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

FERC FORM no. 1 (ED. 12» 87) Page 450. 1

Schedule Page: 105 Line No . 5 Colum_Q.__3___

effective December 2008 Paul J. Bonavia became President in January 2009.
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(t) A An Original
(2) A Resubmissiorm

Date of Report

04118/2009

Year/Period of Report
End of ZOOBIQ4

IMPORTANT CHANGES DURING THE QUARTERNEAR

Give particulars (details) concerning the matters indicated below. Make the statements explicit and precise, and number them in
accordance with the inquiries. Each inquiry should be answered, Enter "none," "not applicable," or "NA" where appiicabte, If
information which answers an inquiry is given elsewhere in the report, make a reference to the schedule in which it appears.
1. Changes in and important additions to franchise rights: Describe the actual consideration given therefore and state from whom the
franchise rights were acquired. If acquired without the payment of consideration, state that fact.
2. Acquisition of ownership in other companies by reorganization, merger, or consolidation with other companies: Give names of
companies involved, particulars concerning the transactions, name of the Commission authorizing the transaction, and reference to
Commission authorization,
3. Purchase or sale of an operating unit or system: Give a brief description of the property, and of the transactions relating thereto,
and reference to Commission authorization, if any was required. Give date journal entries called for by the Uniform System of Accounts
were submitted to the Commission.
4. Important leaseholds (other than leaseholds for natural gas lands) that have been acquired or given, assigned or surrendered: Give
effective dates, lengths of terms, names of parties, rents, and other condition. State name of Commission authorizing lease and give
reference to such authorization.
5. important e>rtensioh or reduction of transmission or distribution system: State territory added or relinquished and date operations
began or ceased and give reference to Commission authorization if any was required. State also the approximate number of
customers added or lost and approximate annual revenues of each class of service. Each natural gas company must also state major
new continuing sources of gas made available to it from purchases, development, purchase contract or otherwise,giving location and
approximate total gas volumes available, period of contracts, and other parties to any such arrangements, etc.
6. Obligations incurred as a result of issuance of securities or assumption of liabilities or guarantees including issuance of short-term
debt and commercial paper having a maturity of one year or less. Give reference to FERC or State Commission authorization. as
appropriate, and the amount of obligation or guarantee,
7. Changes in articles of incorporation or amendments to charter: Explain the nature and purpose of such changes or amendments.
8. State the estimated annual effect and nature of any importantwagescale changes during the year.
9. State briefly the status of any materially important legal proceedings pending at the end of the year, and the results of any such
proceedings culminated during the year.
10. Describe briefly any materially important transactions of the respondent not disclosed elsewhere in this report in which an officer,
director, security holder reported on Page 106, voting trustee, associated company or known associate of any of these persons was a
party or in which any such person had a material interest.
tr. (Reserved.)
12. If the important changes during the year relating to the respondent company appearing in the annual report to stockholders are
applicable in every respect and furnish the data required by instructions 1 to 11 above, such notes may be included on this page.
13. Describe fully any changes in officers, directors, major security holders and voting powers of the respondent that may have
occurred during the reporting period.
14. in the event that the respondent participates in a cash management program(s) and its proprietary capital ratio is less than 30
percent please describe the significant events or transactions causing the proprietary capital ratio to be less than 30 percent, and the
event to which the respondent has amounts loaned or money advanced to its parent, subsidiary, or aftitiated companies through a
cash management program(s). Additionally, please describe plans, if any to regain at least a 30 percent proprietary ratio.

PAGE 108 INTENTIONALLY LEFT BLANK
SEE PAGE 109 FOR REQUIRED INFORMATION.
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) )_§ An Original
(2) _ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

20G8/Q4

IMPORTANT CHANGES DURING THE QUARTER/YEAR (Continued)

FERC FORM NO. 1 (ED. 12-96) Page 109.1

1.

2.

3.

4.

5.

6.

7.

8.

9.

None

None

None

None

UNS Electric completed construction of 9.03 miles (47,721 feet) of 69kV transmission line on single pole steel

structures. The line was energized on Sept. 16, 2008. The line was constructed for the purpose of providing

Mercator Mine with the additional load requirements needed for their phase l mining expansion. The mine will

be ramping up from approx. BMW to 20/25 MW at full Phase I expansion. No state territory was added or

relinquished and there were no customers added or lost in association with this additional line.

On August 7, 2008, UNS Electric issued $100 million of senior unsecured debt; $50 million at 6.5%, due 2015 and

$50 million at 7.1%, due 2023 (UNS Electric 2008 Long-Term Debt). The UNS Electric 2008 Long-Term Debt is

guaranteed by UES. The 'debt was issued under ACC Decision No. 69395 dated March Hz, 2007. See Note 6 Debt

and Capital Lease Obligations.

None

Both union and non-union employees received an average wage increase of approximately 3% in January 2008.

There are no material pending legal or regulatory proceedings to which UNSE is a party, other than the

following which are described in Note z Regulatory Matters or Note 4 Commitments:

» 2008 Rate Order

Purchased Power and Fuel Adjustment Clause (PPFAC)

Purchased Power Agreement

Income Statement impact of applying FAS 71-

Fuel and power transactions

10. None

11. N/A

12. See notes on pages 122 and 123.

13. Gail Boswell was elected Assistant Treasurer on May 2, 2008. Tom Ferry retired as Vice President and General

Manager effective February 1 2008.

J. Bonavia was elected President effective January 1, 2009.

14. N/A

James s. Pignatelli, President, retired effective December 31, 2008. Paul



Name of Respondent

UNS Electric, inc.

This Report Is:

(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

End of 2008/Q4

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS)

Line
No, Title of Account

(a)

Ref.
Page No.

(b)

Prior Year
End Balance

12/31

(d)

Current Year
End of Quarter/Year

Balance

(C)

1 UTILITYPLANT

2 Utility Plant <101_w6, 114) 200.201 448,254,929 429,857,106

3 Construction Work in Progress (107) 200-201 18,758,596 14,395,484

4 TOTAL Utility Plant (Enter Total of lines 2 and 3) 467,013,525 444,252,590

5 (Less) Acc um. Prov. for Dept. Amen, Dept, (108, 110, 111, 115) 200.201 274,618,330

6 Net Utility Plant (Enter Tote! of line 4 less 5) 192,395,195 178,510,478

7 Nuclear Fuel in Process of Ref, Conv.,Enrich., and Fab. (1201) 202-203 0 o

8 Nuclear Fuel Materials and Assemblies-Stock Account (1202) 0 0

g Nuclear Fuel Assemblies in Reactor (1203) 0 0

10 Spent Nuclear Fuel (120,4) 0 0

11 Nuclear Fuel Under Capital Leases (120.6) 0 0

12 (Less) Acc um. Prov. for Amory. of Null. Foe! Assemblies (1205) 202-203 0 0

13 Net Nuclear Fuel (Enter Total of lines 7-11 less 12) 0 0

14 Net Utility Plant (Enter Total of lines 6 and 13) 192,395,195 178,510,478

15 Utility Plant Adjustments (116) 122 0 0

16 Gas Stored Underground - Noncurrent (117) 0 o

17 OTHER PROPERTY AND INVESTMENTS

18 Nonutility Property (121) 521,164 629,027

19 (Less) Acc um. prov. for Dear, and Abort.(122) 0 0

2o Investments in Associated Companies (123) 0 O

21 Investment in Subsidiary Companies (123.1) 224-225 0 0

22 (For Cost of Account 1234, See Footnote Page 224, line 42)

23 Noncurrent Portion of Allowances 228-229 0 0

24 Other Investments (124) 0 o

25 Sinking Funds (125) 0 0

26 Depreciation Fund (126) 0 0

27 Amortization Fund . Federal (127) 0 0

28 Other Special Funds (128) 0 0

29 Special Funds (Non Major Only) (129) 0 0

30 Long~Term Portion of Derivative Assets (175) 1,517,124 7,779,094

31 Long-Term Portion of Derivative Assets - Hedges (176) 0 0

32 TOTALOther Property and investments (Lines 18-21 and 23-31) 2,038,288 8,408.121

33 CURRENT AND ACCRUED ASSETS

34 Cash and Working Funds (Non-major Only) (130) 0 o

35 Cash (131) 4,635,779 1,563,904

36 Special Deposits (132 134) 6,631 ,340 11,340

37 Working Fund (135) 28,623 20,784

38 Temporary Cash Investments (136) 4,179,669 1,102,702

39 Notes Receivable (141 ) 0 0

40 Customer Accounts Receivable (142) 10,890,931 10,843,449

41 Other AccountsReceivable(143) 887,753 421,379

42 (Less) Acc um. Prov. for Uncollectible Acct.-Credit (144) 1,378,758 848,012

43 Notes Receivable from Associated Companies (145) 0 0

44 Accounts Receivable from Assoc. Companies (146) 4,052,567 243,223

45 Fuel Stock (151 ) 227 20,651 22,302

46 Fuel Stock Expenses Undistributed (152) 227 0 0

47 Residuals (Elec) and Extracted Products (153) 227 0 0

48 Plant Materials and Operating Supplies (154) 227 8,195,620 7,297,703

49 Merchandise (155) 227 o 0

50 other Materials and Supplies (156) 227 0 0

51 Nuclear Materials Held for Sale (157) 202-203/227 0 0

52 Allowances (158.1 and 1582) 228-229 0 0

Page 110FERC FORM no. 1 (REV. 12-03)
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Name of Respondent

UNS Electric, Inc.

This Report Is:

(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, yr)

04/18/2009

YearlPeriod of Report

End of 2008/Q4

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS}Continued)

Line
No,

Title of Account

(3)

Ref.
Page No.

(b)

Current Year
End of Quarter/Year

Balance

(€)

Prior Year
End Balance

12/31
(d)

53 (Less) Noncurrent Portion of Allowances 0 0

54 Stores Expense Undistributed (163) 227 766,750 357,957

55 Gas Stored Underground - Current (164.1) 0 0

56 Liquefied Natural Gas Stored and Held for Processing (164.2-1643) 0 0

57 Prepayments (165) 896,582 515,301

58 Advances for Gas (166-167) 0 o

59 Interest and Dividends Receivable (171) 70,000 0

60 Rents Receivable (172) 0 0

61 Accrued Utility Revenues (173) 9,992,135 8,144,965

62 Miscellaneous Current and Accrued Assets (174) 260,000 o

63 Derivative Instrument Assets (175) 3,101,928 11,214,060

64 (Less) Long~Term Portion of Derivative Instrument Assets (175) 1,517,124 7,779,094

65 Derivative instrument Assets - Hedges (176) 0 0

66 (Less) Long-Term Portion of Derivative Instrument Assets - Hedges (176 0 0

67 Total Current and Accrued Assets (Lines 34 through 66) 51 ,706,456 33131 ,969

69 Unamortized Debt Expenses (181) 727,761 190.745

70 Extraordinary Property Losses (1821) 230 0 0

71 Unrecovered Plant and Regulatory Study Costs (1822) 230 0 o

72 Other Regulatory Assets (182.3) 232 26,602,0'I 1 1,803,770

73 Prelim. Survey and Investigation Charges (Electric) (183) 367,591 367,591

74 Preliminary Natural Gas Survey and Investigation Charges 1834) 0 o

75 Other Preliminary Survey and Investigation Charges (1832) 0 0

76 ClearingAccounts (184) 0 0

77 Temporary Facilities (185) 0 0

78 Miscellaneous Deferred Debits (186) 233 3,068 604,406

79 Def. Losses from Disposition of Utility Pit, (187) 0 0

80 Research. Devil. and Demonstration Experad. (188) 352-353 0 O

81 Unamortized Loss on Reaquired Debt (189) 0 0

82 Accumulated Deferred Income Taxes (190) 234 8,929,175 10,532,742

83 Unrecovered Purchased Gas Costs (191) 0 0

84 Total Deferred Debits (lines 69 through 83) 36,629,606 13,499,254

85 TOTAL ASSETS (lines 14-16, 32, 67, and 84) 282,759,545 233,549,822

FERC FORM no. 1 (REV. 12-03) Page 111
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Name of Respondent

UNS Electric, Inc, X

This Report is:

(1) An Original
(2) A Rresubmission

Date of Report

(mo, do, yr)
04/18/2009

Year/Period of Report

2008/Q4end of

COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS)

Line
No. Title of Account

(a)

Ref.
Page No.

(b)

Current Year
End of QuarterNear

Balance

(0)

Prior Year
End Balance

12/31

<d)

1 PROPRIETARY CAPITAL

2 Common Stock Issued (201 ) 250 251 10 10

3 Preferred Stock Issued (204) 250.251 O 0

4 Capital Stock Subscribed (202, 205) 252 0 0

5 Stock L;abii5ty for Conversion (203, 206) 252 0 0

6 Premium on Capital Stock (207) 252 0 0

7 Other Paid~ln Capital (208~211) 253 58,886,661 58,616,661

8 installments Received on Capital Stock (212) 252 0 0

g (Less) Discount on Capital Stock (213) 254 o 0

10 (Less) Capital Stop Expense (214) 254 0 0

11 Retained Earnings (215. 215.1, 216) 118-119 24,868,535 21.140,651

12 Unappropriated Undistributed Subsidiary Earnings (216.1) 118-119 D 0

13 (Less) Reaquired Capital Stock (217) 250-251 0 0

14 Noncorporate Proprietorship (Non~major only) (218) 0 0

15 Accumulated Other Comprehensive Income (219) 122(a)(b) 0 31 ,533

16 Tote! Proprietary Capital (lines 2 through 15) 83,755,206 79,788,855

17 LONG-TERM DEBT

18 Bonds (221 ) 256-257 0 0

19 (Less) Reaquired Bonds (222) 256-257 0 0

20 Advances from Associated Companies (223) 256-257 0 0

21 Other Long-Term Debt (224) 256-257 108,000,000 86,000,000

22 Unary>rtized Premium on Long-Term Debt (225) 0 0

23 (Less) Unamortized Discount on Long-Term Debt-Debut (226) 0 0

24 Total Long-Term Debt (lines 18 through 23) 108,000,000 86,000,000

25 OTHER NONCURRENTLIABILITIES

26 Obligations Under Capital Leases - Noncurrent (227) 147,247 258,073

27 Accumulated Provision for Property Insurance (228.1) 0 0

28 Accumulated Provision for Injuries and Damages (2282) 129,718 37,848

29 Accumulated Provision for Pensions and Benefits (2283) 3,586,685 1,816,662

30 Accumulated Miscellaneous Operating Provisions (228.4) 0 0

31 Accumulated Provision for Rate Refunds (229) 0 0

32 Long-Term Portion of Derivative instrument Liabilities 8,730,905 1,651,215

33 Long-Term Portion of Derivative Instrument Liabilities - Hedges 0 0

34 Asset Retirement Obligations (230) 0 o

35 Total Other Noncurrent Liabilities (lines 26 through 34) 12,594,555 3,763,798

36 CURRENT AND ACCRUED LIABILITIES

37 Notes Payable (231) 0 O

38 Accounts Payable (232) 1 1 ,057,084 13,438,389

39 Notes Payable to Associated Companies (233) 0 0

40 Accounts Payable to Associated Companies (234) 6,782,852 3,396,262

41 CustomerDeposits (235) 4,082,476 3,732,151

42 Taxes Accrued (236) 262-263 1,597,801 828,075

43 Interest Accrued (237) 2,870,339 1 ,889,587

44 Dividends Declared (238) 0 o

45 Matured Long~Term Debt (239) 0 o

Page 112FERC FORM no. 1 (rev. 12-03)
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Name cf Respondent

UNS Electric, inc. X

This Report is:
(1) An Griginal
(2) A Rresubmission

Date of Report

(mo, do, yr)
04/18/2009

Year/Period of Report

2008/Q4end of

COMPARATIVE BALANCE SHEET (LIABlLIT!ES AND OTHER CREDlT(8=lntinued)

Line
No. Title of Account

(a)

Ref.
Page No.

(b)

Current Year
End of QuarterNear

Balance

(c)

Prior Year
End Balance

12/31

(d>

46 Matured Interest (240) 0 0

47 Tax Collections Payable (241 ) 2,381,342 1 ,722,523

48 Miscellaneous Current and Accrued Liabilities (242) 864,429 706,639

49 Obligations Under Capital Leases~Current (243) 102,999 97,022

50 Derivative Instrument Liabilities (244) 26,886,935 2,384,314

51 (Less) Long-Term Portion of Derivative Instrument Liabilities 8,730,905 1,651,215

52 Derivative instrument Liabilities - Hedges (245) 0 0

53 (Less) Long-Term Portion of Derivative Instrument Liabilities-Hedges 0 0

54 Total Current and Accrued Liabilities (lines 37 through 53) 47,895,352 26,543,747

55 DEFERREDCREDITS

56 Customer Advances for Construction(252) 12,605,744 12,102,773

57 Accumulated Deferred Investment Tax Credits (255) 266-267 0 0

58 Deferred Gains from Disposition of Utility Plant (256) o 0

59 Other Deferred Credits (253) 269 108,575 341 ,526

60 Other Regulatory Liabilities (254) 278 7,537,488 19,122,126

61 Unamortized Gain on Reaquired Debt (257) o 0

62 Acc um. Deferred Income Taxes-Accel.'Amort.(281) 272,277 0 o

63 Acc um. Deferred income Taxes~other Property (282) 10,390,411 5548.809

64 Acc um, Deferred Income Taxes-Other (283) -117,786 238,188

65 Total Deferred Credits (lines 56 through 64) 30,524,432 37.453_422

66 TOTAL LIABILITIES AND STOCKHOLDER EQUITY (lines 16, 24, 35, 54 and 65) 282,769,545 233,549,822

Page 1H3FERC FORM no. 1 (rev. 12-03)
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original

(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

STATEMENT OF INCOME

Quarterly
1. Enter in column (d) the balance for the reporting quarter and in column (e) the balance for the same three month period for the prior year.
2. Report in column (f) the quarter to date amounts for electric utility function, in column (h) the quarter to date amounts for gas utility, and in 6) the
quarter to date amounts for other utility function for the current year quarter.
3 Report in column (g) the quarter to date amounts for electric utility function, in column (i) the quarter to date amounts for gas utility, and in (k) the

quarter to date amounts for otherutility functionfor the prior year quarter,
4. If additional columns are needed place them in a footnote.

Annual or Quarterly if applicable
5. Do not report fourth quarter data in columns (e) and (f)
6. Report amounts for accounts 412 and 413, Revenues and Expenses from Utility Plant Leased to Others, in another utility columnist a similar manner to
a utility department. Spread the amount(s) over lines 2 thru 26 as appropriate. include these amounts in columns (c) and (d) totals.
7. Report amounts in account 414, Other Utility Operating Income, in the same manner as accounts 412 and 413 above.

8. Report data for lines 8, 10 and 11 for Natural Gas companies using accounts 404.1, 404.2, 404.3, 407,1 and 4072.

Line
No,

Title of Account

(a)

(Ref,)

Page No.

(b)

Total

Current Year to

Dale Balance for

QuaNerlYear

(C)

Tote!

Prior Year to

Date Balance for

Quarter/Year

(d)

Currents Months

Ended

Quarterly Only

No 4th Quarter

(B) (f)

Prior 3 Months

Ended

Quarter Only

No 4th Quarter

>: 1:iz.€€=; §~,l==1,14"'13??3£'~'¥FTv
. ,̀:',= u » 2'";#:*s%4==1 UTILITY OPERATING iNCOME

2 Operating Revenues (400) 300.301 168,958,769
3 Operating Expenses

4 Operation Expenses (401) 320.323 135,881,877
5 Maintenance Expenses (402) 320-323 4,141,624
6 Depreciation Expense (403) 336-337 16,923.124
7 Depreciation Expense for Asset Retirement Costs (403.1) 336-337

8 Am0rL a Deal. of unity play (404405) 336337 1,422,650
9 Amory. of Utility PlantAoq. Adj. (406) 336.337 4,287,271

10 Amory. Properly Losses, Unrecov Plant and Regulatory Study Costs (407)

11 Amory of Conversion Expenses (407)

12 Regulatory Debits (4073)

13 (Less) Regulatory Credals (407.4)

14 Taxes Other Than Income Taxes (4084) 262-263 3,405.522
15 Income Taxes - Federal (4094) 252.263 1,817,863
16 -0mer(409.1) 262-263 318,033
17 Provision for Deferred lnoome Taxes (4101) 234,272.277 3,788,554
18 (Less) Provision for Deferred Income Taxes-Cr. (411.1 ) 234, 272~277 3,638,955

19 Investment Tax Credit Adj. - Net (411 .4) 266

20 (Less) Gains imp Disk. of Utility Plant (411.6)

21 Losses from Disp. of Utility Plant (411 .7)

22 (Less) Gains from Disposition of Allowances (4118)

23 Losses from Disposition of Allowances (4118)

24 Accretion Expense (411 . 10)

25 TOTAL Utility Operating Expenses (Enter Total of lines 4 thru 24) 159,775,021

26 Net uw Over Inc (Enter Tat line 2 less 25) Carry to pg117,Iine 27 9,183,748

194,910,688

162,097,302
2,616,736

17,444,031

1,217,115
4,231,731

58,333

3,680,634

-3,812,582
-139,010

12,945,552
6,912,276

184,964,104
9,946,584

|
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Name of Respondent

UNS Electric, Inc,

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/period of Report
End of 2008lQ4

STATEMENT OF INCOME FOR THE YEAR (Continued)

9. Use page 122 for important notes regarding the statement of income for any account thereof.
10. Give concise explanations concerning unsettled fate proceedings where a contingency exists such that refunds of a material amount may need to be
made to the utility's customers or which may result in material refund to the utility with respect to power or gas purchases. State for each year effected
the gross revenues or costs to which the contingency relates and the tax effects together with an explanation of the major factors which affect the rights
of the utility to retain such revenues or recover amounts paid with respect to power or gas purchases.
11 Give concise explanations concerning significant amounts of any refunds made or received during the year resulting from settlement of any rate
proceeding affecting revenues received or costs incurred for power or gas porches, and a summary of the adjustments made to balance sheet, income,
and expense accounts.
12. If any notes appearing in the report to stockholders are applicable to the Statement of income, such notes may be included at page 122,
13. Enter on page 122 a concise explanation of only those changes in accounting methods made during the year which had an effect on net income,
including the basis of allocations and apportionments from those used in the preceding year. Also, give the appropriate dollar effect of such changes.
14. Explain in a footnote if the previous year's/quarter's figures are different from that reported in prior reports.
15. If the columns are insufficient for reporting additional utility departments, supply the appropriate account titles report the information in a footnote to
this schedule.

ELECTRIC UTILITY GAS UTILITY OTHER UTILITY
Line
No

Current Year to Date
(in dollars)

(Q)

Previous Year to Date
(in dollars)

(h)

Previous Year to Date
(in dollars)

G)

Current Year to Date
(in dollars)

(i)

Current Year to Date

(in doNors)

la)

Previous Year Io Date

Gr doUars)

(|)

1

194,910,688 168,958,769 é

3

135,881 ,877 4

2,616,736 4,141,624 5
17,444,031 16,923,124 6

7

1,217,115 1,422,650 8
-4,231,731 4.287,271 9

10

11

58,333 12

13

3,680,634 3,405,522

-3,812,582 1,817,863 15

-139,010 318,033 16

12,945,552 3,788,564 17

6,912,276 3,636,965 18

19

20

21

22

23

24

184,964,104 159.775,021 25

9,946,584 9,183,748 26

14
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Name of Respondent

UNS Electric, Inc.

This Resort Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

STATEMENT OF INCOME FOR THE YEAR (continued)

Line
No,

Title of Account

<a)

(Ref.)
Page No.

(b)

TOTAL
Current 3 Months

Ended

Quarterly Only

North Quarter

(e)

Priori Months

Ended

Quarterly Only

No 4th Quarter

(f)

Current Year

(c)

Previous Year

<d)

27 Net Utility Operating income (Carried forward from page 114) 9,946,584 9,183,748

28 Other income and Deductions

29 Qther income

30 Nonutility Operating Income

31 Revenues From Merchandising, Jobbing and Contract Work (415)

32 Less) Costs and Exp. of Merchandising, Job & Contract work (416) 651 45,218

33 Revenues From nonutility Operations (417) 228,035 78,651

34 Less) Expenses of Nonutility Operations (417.1) 153,116 35,024

35 Nonoperating Rental income (418)

36 Equity in Earnings of Subsidiary Companies (4181) 119

37 lnierest and Dividend Income (419) 207,301 289,104

38 Allowance for Other Funds Used During Construction (4194) 322,t68 442,088

39 Miscellaneous Nonoperaiing Income (421)

40 Gain on Disposition of Property (421 ,1) 202,205 1,389,950

41 TOTAL Other tnwme (Enter Total <>f lines 31 thru 40) 805,942 2,170,987

42 Other Income Deductions

43 Loss on Disposition of Property (421 .2)

44 Miscellaneous Amortization (425) 340

45 Donations (4264) 340 79,201 45.318

46 Life Insurance (4262)

47 Penalties (426.3)

48 Exp. for cenam Civic.Political a Related Aclivllies l4ze.4l 751 7,199

49 Other Deductions (4265) 1 ,080

50 TOTAL Other Income Deductions (Total of lines 43 thru 49) 79,952 53,597

51 Taxes Applic. to Other Income and Deductions

52 Taxes Other Than Income Taxes (4082) 262-253

53 Income Taxes-Federal (4092) 262-263 268,323 694,622

54 Income Taxes£)Iher (4092) 262-263 58,618 151 748

55 Provision for Deferred Inc. Taxes (4102) 234, 272-277

56 Less) Provision for Deferred Income Taxes-Cr. (411 .2) 234, 272.277

57 Investment Tax Credit Adj.-net (411 .5)

58 Less) Investment Tax Credits (420)

59 TOTAL Taxes on Other Income and Deductions (Total of lines 52-58) 325,941 846.370

6 0 Net Other Income and Deductsens (Total of lines 41, 50, 59) 399,049 1,271,020

61 Interest Charges

62 Interest on Long» Term Debt (427) 6,379,163 6,053,308

63 Amen, of Debt Disc. and Expense (428) 157,085 219.467

64 Amortization of Loss on Reaquired Debt (4284)

65 Less) Abort. of Premium on Debt~Credit (429)

66 Less) Amottizatlon of Gain on Reaquifed Debt-Credit (4291)

S 7 Interest on Debt to Assoc. Companies (430) 340

68 Other Interest Expense (431) 340 217,612 167,435

69 Less) Allowance for Borrowed Funds Used During Construction-Cr. (432) 181,815 739.701

70 Net interest Charges (Total of lines 62 thru 69) 6,582,045 5,700,509

71 Income Before Extraordinary lieus (Total of lines 27, 60 and 70) 3,763,588 4,754,259

72 Extraordinary Items

73 Extraordinary Income (434)

74 Less) Extraordinary Deductions (435)

75 Net Extraordinary Items (Total of line 73 less fine 74)

76 Income Taxes~Federal and Other (4093) 262-263

77 Extraordinary Meme Afler Taxes (line 75 less line 76)

78 Net Income (Total al line 71 and 77) 3,763,588 4,754,259
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Name of Respondent

UNS Electric. Inc.

This Report is:
(1) IXlAn Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

STATEMENT OF RETAlNED EARNlNGS

1. Do not report Lines 49~53 on the quarterly version.
2. Report all changes in appropriated retained earnings, unappropriated retained earnings, year to date, and unappropriated
undistributed subsidiary earnings for the year.
3. Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433, 436
.. 439 inclusive). Show the contra primary account affected in column (b)
4. State the purpose and amount of each reservation or appropriation of retained earnings.
5. List first account 439, Adjustments to Retained Eamings, reflecting adjustments to the opening balance of retained earnings. Follow
by credit, then debit items in that order.
e. Show dividends for each class and series of capital stock.
7. Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Eamings.
8, Explain in a footnote the basis for determining the amount resewed or appropriated. if such reservation or appropriation is to be
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated.
9. If any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123.

Line

No,

Item

(a)

Contra Primary
Account Affected

(b)

Current
Quarter/Year
Year to Date

Balance

(G)

Previous
Quarternear
Year to Date

Balance

<d)

UNAPPROPRIATED RETAINED EARNINGS (Account 216)

1 Balance-Beginning of Period
; . ... .» . . . .

16,386,39221,140,651

2 Changes

Adjustments to Retained Earnings (Account 439)3

4
5
6
7

8

g TOTAL Credits to Retained Earnings (Acct. 439)

10 FAS 158 Pension Plan Change -35,703

11

12

13

14

15 TOTAL Debits to Retained Earnings (Acct. 439) -35,703

16 Balance Transferred from Income (Account 433 less Account418.1) 3,763,587 4,754,259

17 Appropriations of Retained Earnings (Acct. 436)

18

19

20

21

22 TOTAL Appropriations of Retained Earnings (Acct. 436)

23 Dividends Declared-Preferred Stock (Account 437)

24

25

26

27

28

29 TOTAL Dividends Declared-preferred Stock (Acct. 437)

30 Dividends Declared~Common Stock (Account 438)

31

32

33

34

35

36 TOTAL Dividends Declared-Common Stock (Acct. 438)

37 Transfers from Acct 2161, Unapprop. Undistrib. Subsidiary Earnings

38 Balance .. End of Period (Total 1,9,15,16,22,29,36,37) 24,868,535 21,140,651
APPROPRIATED RETAINED EARNINGS (Account 215)

FERC FORM no. 113~Q (REv. o2-o4) Page 118
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Name of Respondent

UNS Electric, inc. L83An Original
A Resubmission

This Re ort is:
(1)
(2)

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report
End of 2G08/Q4

STATEMENT OF RETAINED EARNINGS

1 , Do not report Lines 49-53 on the quarterly version.
2. Report all changes in appropriated retained earnings, unappropriated retained earnings, yearto date, and urlappropriated
undistributed subsidiary earnings for the year.
3. Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433, 436
- 439 inclusive). Show the contra primary account affected in column (b)
4. State the purpose and amount of each reservation or appropriation of retained earnings.
5. List first account 439, Adjustments to Retained Earnings, rejecting adjustments to the opening balance of retained earnings. Follow
by credit, then debit items in that order.
6. Show dividends for each class and series of capital stock.
7. Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Earnings.
8. Explain in a footnote the basis for determining the amount reserved or appropriated. If such reservation or appropriation is to be
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated.
9. If any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122423.

Lune

No.

Item

<a)

Contra Primary
Account Affected

(b)

Current
Quarter/Year
Year to Date

Balance

(C)

Previous
Quarter/Year
Year to Date

Balance

(d)

39
40
41
42
43
44
45 TOTAL Appropriated Retained Earnings (Account 215)

APPROP. RETAINED EARN1NGS - AMORT. Reserve. Federal (Account 215.1)

46 TOTAL Approp. Retained Earnings-Amort. Reserve, Federal (Acct. 215.1)

47 TOTAL Approp. Retained Earnings (Acct, 215 215.1) (Total 45,46)

48 TOTAL Retained Earnings IACCL 215, 215.1, 216) (Total 38, 47) (215.1) 24,868,535 21,140,651

UNAPPROPRIATED UNDISTRIBUTED SUBSIDIARY EARNINGS (Account

Report only on an Annual Basis, no Quarterly

49 Balance Beginning of Year (Debit or Credit)

50 Equity in Earnings for Year (Credit) (Account 418.1)

51 (Less) Dividends Received (Debit)

52

53 Balance-End of Year (Total fines 49 thru 52)
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Name of Respondent

UNS Electric, Inc. Rx?An Original
A Resubmission

This Re ort is:
(1)
(2)

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

STATEMENT OF CASH FLOWS

(1) Codes to be used:(a) Ne! Proceeds or Paymenls,(b)Bonds, debentures and other tong-term debt, (c) include commercial paper; and (d) Identify separately such items as
investments, fixed assets, intangibles, ere
(2) information about noncash investing and financing activities must be provided in the Notes to the Financial statements. Also provide a reconciliation between "Cash and Cash
Equivalents at End of Period" with related amounts on the Balance Sheet
(3) Operating Activities Other: Include gains and losses pertaining to operating activities only. Gains and tosses pertaining to investing and Nnandng activities should be reported
in those activities. Show in the Notes to the Financials the amounts of interest paid (net of amount capitalized) and income taxes paid.
(4) Investing Activities: include at Other (line 31) net cash outtiow to acquire other companies. Provide a reconciliation of assets acquired with iiahilities assumed in the Notes to
the Financial Statements. Do not include on this statement the dollar amount of leases capitalized per the USofA General instruction 20; instead provide a reconciliation of the
dollar amountOf leases capitalized with the plant cost.

Line
No,

Description (See Instruction No. 1 for Explanation of Codes)

(a)

Current Year to Date
Quarter/Year

(b)

Previous Year to Date
Quarter/Year

(G)
1 Net Cash Flow from Operating Activities:

2 Net Income (Line 78(c) on page 117) 3,764,000 4,754,000
3 Noncash Charges (Credits) to Income:

4 Depreciation and Depletion 13,574,000

5 Amortization of Deferred Debt-Retated Costs 154,000 219,000
6 Provision for Bad Debt 1,201 ,000 763,000
7 Other -1,127,000 8,505,000
8 Deferred Income Taxes (Net) 6,034,000 152.000
g Investment Tax Credit Adjustment (Net)

10 Net (Increase) Decrease in Receivables -6_232_Q(}0 -1 ,977,000
11 Net (increase) Decrease in Inventory _1»306_G00 160,000
12 Net (Increase) Decrease in Allowances Inventory

13 Net Increase (Decrease) in Payables and Accrued Expenses 2,633,000 -1 ,209,000
14 Net (Increase) Decrease in Other Regulatory Assets -25,058,000 -395,000
15 Net Increase (Decrease) in Other Regulatory Liabilities -11.585.000 7,714.000
16 (Less) Allowance for Other Funds Used During Construction 322,000 442,000
17 (Less) Undistributed Earnings from Subsidiary Companies

18 31,391,000 -9,270,000
19

20

21

22 Net Cash Provided by (Used in) Operating Activities (Total 2 thru 21) 13,121,000 21 ,994.000
23

24 Cash Flows from Investment Activities:

25 Construction and Acquisition of Plant (including land):

26 Gross Additions to Utility Plant (less nuclear fuel) -29,664,000 -37,582,000
27 Gross Additions to Nuclear Fuel

28 Gross Additions to Common Utility Plant

29 Gross Additions to Nonutility Plant 108,000 -629,000
30 (Less) Allowance for Other Funds Used During Construction -322,000 -442,000
31 Other (provide details in footnote):

32

33

34 Cash Outflows for Plant (Total of lines 26 thru 33) -29,234,000 _37_76g_0Q0
35

36 Acquisition of Other Noncurrent Assets (d)

37 Proceeds from Disposal of Noncurrent Assets (d)

38 proceeds from Sale of Land 80,000 1,375.000
39 Investments in and Advances to Assoc. and Subsidiary Companies

40 Contributions and Advances from Assoc. and Subsidiary Companies

41 Disposition of Investments in (and Advances to)

42 Associated and Subsidiary Companies

43

44 Purchase of Investment Securities (a)

45 Proceeds from Sales of Investment Securities (a)

FERC FORM no. 1 (ED. 12-96) Page 12o



Name of Respondent

UNS Electric, inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/period of Report
End gr 2008/Q4

STATEMENT OF CASH FLOWS

(1) Codes to be used;(a) Net Proceeds of Paymerlts;(b)Bonds, debentures and other longterm debt: (c) include oommerciat paper, and (d) identify separately such items as

investments, fixed assets, intangibles, etc.
(2) Information about noncash investing and financing activities must be provided in the Notes to the Financial statements. Also provide a reconciliation between "Cash and Cash

Equivalents at End of period" with related amounts on the Balance Sheet.
(3) Operating Activities - Other; lnctude gains and losses pertaining to operating activities only. Gains and losses pertaining to investing and financing activities should be reported

in those activities. Show in the Notes to the Financials the amounts of interest paid (net of amount capitalized) and income taxes paid.
(4) Investing Activities: lnctude at Other (line st) net cash outflow to acquire other companies. Provide a reooncitiation of assets acquired with liabilities assumed in the Notes to
the Financial Statements. Do not include on this statement the dollar amount of leases capitalized per the USofA General Instruction 20, instead provide a reconciliation of the

doitar amount of leases capitalized with the plant cost.

Line
No.

Description (See instruction No. 1 for Explanation of Codes)

(a)

Current Year to Date
Qu arterNea r

(b)

Previous Year to Date
Quarter/Year

(C)

45 Loans Made or Purchased

47 Collections on Loans

48

49 Net (increase) Decrease in Receivables

50 Net (Increase ) Decrease in Inventory

51 Net (Increase) Decrease in Allowances Held for Speculation

52 Net Increase (Decrease) in Payables and Accrued Expenses

53 Other (provide details in footnote):

54

as

56 Net Cash Provided by (Used in) Investing Activities

57 Total of fines 34 thru 55) -29,154,000 -36,393,000

58

59 Cash Flows from Financing Activities:

60 Proceeds from Issuance of:

el Long-Term Debt (b) 100,000,060

62 Preferred Stock

63 Common Stock

64 Other (provide details in footnote):

65 Borrowings under Revolving Credit Facility 26,000,000 14,000,000

66 Net increase in Short-Term Debt (c)

67 Other 1 ,326,000 2,835,000

68 Equity Investment from UniSource Energy 10,000,000

69 Equity Investment in UNS Electric 270,000

70 Cash Provided by Outside Sources (Total 61 thru 69) 127,595,000 26,835,000

71

72 Payments for Retirement of:

73 L<Jng-term Debt (b) -50,000,000

74 Preferred Stock

75 Common Stock

7B Other -1 ,320,000 -7,512,000

77 Payment to Retire Capital Lease Obligation -104,000 ~85,000

78 Net Decrease in Short-Term Debt (c)

79 Borrowings under Revolving Credit Facility 44,000,000 -7,000,000

80 Dividends on Preferred Stock

81 Dividends on Common Stock

82 Net Cash Provided by (Used in) Financing Activities

83 (Total of lines 70 thru 81) 22,172,000 12,238,000

84

85 Net Increase (Decrease) in Cash and Cash Equivalents

86 (Total of lines 22,57 and 83) 6,139,000 -2,161,000

87

88 Cash and Cash Equivalents at Beginning of Period 2,667,000 4,828,000

89

90 Cash and Cash Equivalents at End of period 8,806,000 2,667,000

\
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) l An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4
FOOTNOTE DATA

Page 450, 1FERC FORM NO. 1 (ED. 12-87)

LSchedule Page: 120 . Q19 No.: 18 column: a
r
1

2007
Cur r en t  Asset s
C u r r e n t  L i a b i l i t i e s

S S

S

£008 ._
16,479,000
14, 912, 000
31,391,000 s

(9,270,000)
(9,270,000)



Name of Respondent

UNS Electric, Mc.

This Report Is:
(1) A An Original
(2) A Resubmission

Date of Report

04/18/2009

Yearlperiod of Report
End of 2008/Q4

NOTES TO FINANCIAL STATEMENTS

1. Use the space below for important notes regarding the Balance Sheet, Statement of Income for the year, Statement of Retained
Earnings for the year, and Statement of Cash Flows, or any account thereof. Classify the notes according to each basic statement,
providing a subheading for each statement except where a note is applicable to more than one statement.
2. Furnish particulars (details) as to any significant contingent assets or liabilities existing at end of year, including a brief explanation of
any action initiated by the internal Revenue Service involving possible assessment of additional income taxes of material amount, or of
a claim for refund of income taxes of a material amount initiated by the utility. Give also a brief explanation of any dividends in arrears
on cumulative preferred stock.
3. For Account 116, Utility Plant Adjustments, explain the origin of such amount, debits and credits during the year, and plan of
disposition contemplated, giving references to Commission orders or other authorizations respecting classification of amounts as plant
adjustments and requirements as to disposition thereof.
4. Where Accounts 189, Unamortized Loss on Reacquired Debt, and 257, Unamortized Gain on Reacquired Debt, are not used, give
an explanation, providing the rate treatment given these items. See General instruction 17 of the Uniform System of Accounts.
5. Give a concise explanation of any retained earnings restrictions and state the amount of retained earnings affected by such
restrictions.
6. If the notes to Financial statements relating to the respondent company appearing in the annual report to the stockholders are
applicable and furnish the data required by instructions above and on pages 114421, such notes may be included herein.
7. For the SQ disclosures, respondent must provide in the notes sufficient disclosures so as to make the interim information not
misleading. Disclosures which would substantially duplicate the disclosures contained in the most recent FERC Annual Report may be
omitted.
8.. For the SQ disclosures, the disclosures shall be provided where events subsequent to the end of the most recent year have occurred
which have a material effect on the respondent. Respondent must include in the notes significant changes since the most recently
completed year in such items as: accounting principles and practices, estimates inherent in the preparation of the financial statements,
status of long-term contracts, capitalization including significant new borrowings or modifications of existing Financing agreements; and
changes resulting from business combinations or dispositions. However were material contingencies exist, the disclosure of such
matters shall be provided even though a significant change since year end may not have occurred.
9. Finally, if the notes to the financial statements relating to the respondent appearing in the annual report to the stockholders are
applicable and furnish the data required by the above instructions, such notes may be included herein.

PAGE 122 INTENTIONALLY LEFT BLANK
SEE PAGE 123 FOR REQUIRED INFORMATION.
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1)5 An Original
(2) _ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4

NOTES TO FlNANC1AL STATEMENTS (Continued)

Page 123.1FERC FORM no. 1 ED. 12-88)

Cash and cash equivalents include cash on hand and highly liquid investments with original maturities of three months or
less.

The "Cash and Cash Equivalents" on page 121 agrees to the Comparative Balance Sheet on page 110.

Cash (Account 131 )
Temporary Cash Investments (Account 136)
Total Cash and Cash Equivalents at End of Period

$
$
$

4,635,779
4,170,669
8,806,448

Page 120, Instruction 3:

Interest Paid (Net of Amounts Capitalized)
Income Taxes Paid

$ 4,998,900
$ 1,200,000

Page 122, instruction 2:
See Note 7, Commitments and Contingencies in the Notes to the Financial Statements.

Page 122, instruction 6:
Notes to the Financial Statements as follows;

NOTE 1. NATURE OF OPERATIONS

UNS Electric, Inc. (UNS Electric) is an electric transmission and distribution company serving approximately 90,000 retail
customers in Mohave and Santa Cruz counties. UniSource Energy Services, Inc. (UES), an intermediate holding
company, owns all of the common stock of UNS Electric and UNS Gas, inc. UniSource Energy Corporation (UniSource
Energy) owns all of the common stock of UES.

References to "we" and "our" are to UNS Electric.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION

Our accounting policies conform to accounting principles generally accepted in the United States of America (GAAP),
including the accounting principles for rate-regulated enterprises. These financial statements include UNS Electric's
accounts which are prepared in accordance with the accounting requirements from the Federal Energy Regulatory
Commission (FERC) as stated in its applicable Uniform System of Accounts and published accounting releases, The
basis of accounting differs from financial statements under accounting principles generally accepted in the United States of
America (GAAP) in significant respects. Following are the FERC to GAAP differences:

Statement of Cash Flows Difference

The Statement of Cash Flows included in the financial statements differs from the GAAP presentation. The FERC
requires the use of the indirect method to reconcile net income to cash provided by or used in operating activities while
GAAP encourages the use of the direct method with a reconciliation of net income to net cash from the operating activities
as a supplemental schedule.

0 Asset Retirement Obligation

The accumulated net removal costs for UNS Electric's regulated plant assets that do not meet the definition of an
asset retirement obligation under SFAS 143 are classified as a regulatory liability under GAAP and as accumulated
depreciation under FERC.

l I 1111111-



Name of Respondent

UNS Electric, Inc.

This Report is:
(1)8 An Criminal
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04m8/2009

Year/Period of Report

2008/Q4

NOTES TO FINANCIAL STATEMENTS (Continued)

Page 123.2FERC FORM no. 1 ED. 12~88

Other Differences

The FERC requires current maturities of long-term debt to be classified as long-term debt, while GAAP requires such
maturities to be classified as a current liability. Accumulated deferred income taxes are classified as current and
non-current for GAAP, while FERC classifies all accumulated deferred taxes as noel~current. Accumulated deferred
income tax assets may not be netted against accumulated deferred income tax liabilities.

ACCOUNTING FOR RATE REGULATION

The Arizona Corporation Commission (ACC) and the Federal Energy Regulatory Commission (FERC) regulate portions of
UNS Electric's utility accounting practices and electric rates. The ACC has authority over certain rates charged to retail
customers, the issuance of securities, and transactions with affiliated parties. The FERC regulates UNS Electric's rates
for wholesale power sales and interstate transmission services.

l

UNS Electric generally uses the same accounting policies and practices used by unregulated companies for financial
reporting under GAAP. However, sometimes these principles, such as the Financial Accounting Standards Board's
(FASB) Statement of Financial Accounting Standards No. 71, Accounting for the Effects of Certain Types of Regulation
(FAS 71 ), require special accounting treatment for regulated companies to show the effect of regulation. For example, in
setting UNS Electric's retain rates, the ACC may not allow UNS Electric to currently charge our customers to recover
certain expenses, but instead may require that these expenses be charged to customers in the future. in this situation,
FAS 71 requires that UNS Electric defer these items and show them as regulatory assets on the balance sheet until we
are allowed to charge our customers. UNS Electric then amortizes these items as expense to the income statement as
those charges are recovered from customers. Similarly, certain revenue items may be deferred as regulatory liabilities,
which are also eventually amortized to the income statement as rates to customers are reduced.

The conditions a regulated company must satisfy to apply the accounting policies and practices of FAS 71 include;

an independent regulator sets rates,
the regulator sets the rates to recover the specific costs of providing service, and
the service territory lacks competitive pressures to reduce rates below the rates set by the regulator.

FAS 71 may, at some future date, be discontinued due to changes in the regulatory and competitive environments. if
UNS Electric stopped applying FAS 71 to its regulated operations, it would write off the related balances of its regulatory
assets as an expense and would write off its regulatory liabilities as income on its income statement. UNS Electric's cash
flows would not be affected if it stopped applying FAS 71 unless a regulatory order limited its ability to recover the cost of
its regulatory assets. We believe our electric operations continue to meet the criteria for FAS 71 .See Note 3.

UTILITY PLANT

UNS Electric reports its utility plant at cost. Utility plant includes material and labor costs, contractor costs, construction
overhead costs, and an allowance for funds used during construction (AFUDC). We charge maintenance and repairs to
operating expense as incurred.

AFUDC represents the estimated cost of debt and equity funds that finance utility plant construction. We recover AFUDC
in rates through depreciation expense over the useful life of the related asset. ans Electric imputed the cost of capita! on
construction expenditures at an average rate of 884% for 2008 and 13.51% for 2007. The component of AFUDC
attributable to borrowed funds is included as a reduction of Other Interest Expense on the income statement and totaled
$0.2 million in 2008 and $0.7 million in 2007. The equity component is included in Interest income and totaled $03 million
in 2008 and $0.4 million in 2007.

We compute depreciation of utility plant on a straight~line basis over the service lives of the assets. The average annual
depreciation rates for UNS Electric's utility plant were 4.47% in 2008 and 4.60% in 2007.

Illlll
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CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash on hand and highly liquid investments with original maturities of three months or
less,

MATER1ALS AND SUPPLIES

UNS Electric carries materials and supplies in inventory at the lower of average cost or market.

COMPUTER SOFTWARE COSTS

UNS Electric capitalizes all costs incurred to purchase computer software and amortizes those costs over the estimated
economic life of the product. We would immediately expense capitalized computer software costs if the software were
determined to be no longer useful.

DEBT

We defer costs related to the issuance of debt. These costs include underwriters' commissions, discounts or premiums,
and other costs such as legal, accounting and regulatory fees and printing costs. We amortize these costs over the life of
the debt using the straight~line method, which approximates the effective interest method. Urlamortized debt issuance
costs were $0.7 million at December 31, 2008 and $0.2 million at December 31, 2007. See Note 6.

\

UTILITY OPERATING REVENUES

UNS Electric records utility operating revenues when services are provided or commodities are delivered to customers.
Operating revenues include uribilled revenues which are earned (service has been provided) but not billed by the end of an
accounting period.

Amounts delivered are determined through systematic monthly readiNgs of customer meters. At the end of the month, the
usage since the last meter reading is estimated and the corresponding unbilled revenue is calculated. Unbilled revenue is
calculated based on daily generation or purchased volumes, estimated customer usage by class, estimated line losses
and estimated average customer rates. Accrued unbilled revenues are reversed the following month when actual billings
occur. The accuracy of the unbilled revenue estimate is affected by factors that include fluctuations in energy demands,
weather, line losses, and changes in the composition of customer classes.

UNS Electric has rate-adjustment mechanisms in place that allow for a revenue surcharge or surcredit (that adjusts the
customer's base rate for delivered purchased power) to collect or return under- or over- recovery of costs. These
rate-adjustment mechanisms are revised periodically and may increase or decrease the level of costs recovered through
base rates for any difference between the total amount collected under the clauses and the recoverable costs incurred.
See Note 3.

We record an allowance fer our estimate of revenues barred for which collection is doubtful, UNSE establishes an
allowance for doubtful accounts based on historical collection experience and any specific customer collection issues.

Other Revenues primarily consist of miscellaneous fees, including service connection and late fees, and rental revenue
from pole attachments.

PURCHASED ENERGY COSTS

UNS Electric defers differences between purchased energy costs and the recovery of such costs in rates. UNS Electric
adjusts future billings for such deferrals through the use of a Purchased Power and Fuel Adjustment Clause (PPFAC)
approved by the Acc. The PPFAC allows for a revenue surcharge or surcredit (that adjusts the customers' base rate for
delivered purchased power) to collect or return under or over recovery of costs.
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RELATED PARTY TRANSACTIONS

UNS Electric receives certain corporate, operation and administrative support services from affiliates. These costs consist
primarily of employee compensation and benefits, Tucson Electric Power Company (TEP), a regulated public utility
serving retail electric customers in southern Arizona, is UniSource Energy's largest operating subsidiary. Services from
TEP totaled $8 million in 2008 in 2007. Services from UNS Gas totaled $0.1 million in 2008 and in 2007. Southwest
Energy Solutions, Inc., another UniSource Energy affiliate, charged UNS Electric $0.9 million in 2008 and $1 million in
2007 for meter reading services.

in 2008, TEP and UNS Electric began selling power to each other at prices based on the Dow Jones Four Corners Daily
Index. TEP had wholesale power sales to UNS Electric of $24 million, UNS Electric had wholesale power sales of $9
million to TEP.

In 2008, TEP charged UNS, Electric $2 Million for control area services. No such Semices were provided in 2007.

in May 2008, UED began providing energy from its Black Mountain Generating Station (BMGS) to UNS Electric, through a
power sale agreement. UED charged UNS Electric $7 million for this energy. UNS Gas charged UNS Electric $7 million
for gas used by the BMGS facility.

INCOME TAXES

GAAP requires us to report some of our assets and liabilities differently for our financial statements than we do for income
tax purposes. We reflect the tax effects of these differences as deferred income tax assets or liabilities in our balance
sheets. We measure these deferred tax assets and liabilities using current income tax rates. Federal and state income
tax credits are accounted for as a reduction of income tax expense in the year in which the credit arises.

UNS Electric is a member of the UniSource Energy consolidated income tax filing. UNS Electric is allocated income taxes
based on its taxable income and deductions as reported in the UniSource Energy consolidated and/or combined tax return
filings. The tax liability is allocated in accordance with the income tax regulations. As a result, the regular tax liability of
UNS Electric is calculated on a stand alone basis and the liability is then owed to UniSource Energy through intercompany
accounts. UniSource Energy has the ultimate responsibility for payment of consolidated tax liabilities to taxing authorities
and maintaining intercompany tax accounts with its subsidiaries. The Alternative Minimum Tax (AMT) liability of UNS
Electric is also computed in accordance with tax regulations. This method for allocating consolidated AMT among group
members considers the contribution that one member's AMT attributes provide in offsetting the consolidated AMT liability
that would otherwise result if the member were not included in the consolidated group.

TAXES OTHER THAN INCOME TAXES

UNS Electric acts as a conduit or collection agent for excise tax (sales tax) as well as franchise fees and regulatory
assessments. UNS Electric records liabilities payable to governmental agencies when it charges its customers for these
amounts. Neither the amounts charged nor payable are reflected in the income statement.

RENEWABLE ENERGY STANDARDS TARIFF (REST)

In June 2008, the ACC approved a REST surcharge for UNS Electric. The surcharge is intended to recover the cost of
qualified renewable expenditures, such as payments to customers who have renewable energy resources or the
incremental cost of renewable power generated or purchased by UNS Electric. To the extent that the surcharge matches
qualified renewable expenditures, UNS Electric recognizes revenue that is reflected in the income statement as Other
Revenue. Any surcharge collected in excess of qualified renewable expenditures will be reflected in the financial
statements as a regulatory liability. Conversely, qualified renewable expenditures in excess of the REST surcharge will be
reflected as a regulatory asset. See Note 3.
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DERIVATIVE FINANCIAL INSTRUMENTS

UNS Electric is exposed to energy price risk associated with its purchased power requirements, volumetric risk associated
with its seasonal load and operational risk associated with its power plants, transmission and transportation systems, This
risk is mitigated through the PPFAC mechanism which provides an adjustment to UNS Electric's retail rates to recover the
actual costs of purchased power, transmission and transportation. UNS Electric further reduces its risks through a variety
of derivative and non» derivative instruments. See Note 4.
On the date the company enters into a contract that is considered a derivative instrument, we apply one of the following
accounting treatments:

Cash Flow Hedges: UNS Electric has no cash flow hedges.

Mark-to-Market transactions; UNS Electric derivatives such as forward power purchases and gas swaps that did
not qualify for cash flow hedge accounting treatment or did not qualify for the normal scope exception, in
December 2006, UNS Electric received authorization from the ACC to defer the unrealized gains and losses on
the balance sheet as a regulatory asset or a regulatory liability rather than a component of AOCI or in the income
statement.

These mark-to-market contracts are subject to specified risk parameters established and monitored by UniSource
Energy's Risk Management Committee,

Normal Purchase and Normal Sale transactions are forward energy purchase and sales contracts entered into
by UNS Electric to support the current load forecast and entered into with counterparty with load sewing
requirements or generating capacity. These contracts are not required to be marked-to-market and are accounted
for on an accrual basis. On an ongoing basis we evaluate our counterparties for non~performance risk to ensure it
does not impact our ability to obtain the normal scope exception. .

We consider the effect of counterparty credit risk in determining the fair value of derivative instruments that are in a net
asset position, after incorporating collateral posted by counterparties, and allocate the credit risk adjustment to individual
contracts, We also incorporate the impact of our own credit risk, after considering collateral posted, on instruments that
are in a net liability position and allocate the credit risk adjustment to all individual contracts.

We present cash collateral and derivative assets and liabilities, associated with the same counterparty, separately in our
financial statements and we bifurcate all derivatives into their current and long-term portions on the balance sheet.

FAIR VALUE OF FINANCKAL INSTRUMENTS NOT CARRIED AT FAIRVALUE

The carrying amounts of our current assets and liabilities approximate fair value because of the short maturity of these
instruments. ,

UNS Electric's senior unsecured notes of $100 million outstanding at December 31, 2008 and $60 million outstanding at
December 31, 2007 have estimated fair value of $97 million and $60 million, respectively. UNS Electric used quoted
market prices, where available, or calculated the present value of remaining cash flows at the balance sheet date using
current market rates for bonds with similar characteristics with respect to credit rating and time~to» -maturity. In 2008, we
also incorporate the impact of our own credit risk using a credit default swap rate when determining the fair value of fixed
rate long~term debt.

The use of different market assumptions andlor estimation methodologies may yield different estimated fair value
amounts.

Borrowings under the revolving credit facility outstanding of $8 million at December 31, 2008 have an estimated fair value
of $8 million. UNS Electric considers the principal amounts of variable rate debt to be a reasonable estimate of their fair
value.
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EVALUATION OF ASSETS FOR IMPAIRMENT

UNS Electric evaluates its Utility Plant and other long-lived assets for impairment whenever events or circumstances occur
that may indicate the carrying value of the assets may be impaired. sf the fair value of the asset, determined based on the
undiscounted expected future cash flows, from the long-lived asset is less than the carrying value of the asset, impairment
would be recorded.

ASSET RETtREIV1ENT OBLIGATIONS

FASB Statement of Financial Accounting Standards No. 143, Accounting for Asset Retirement Obligations (FAS 143)
requires entities to record the fair value of a liability for a legal obligation to retire an asset in the period in which the liability
is incurred. FASB interpretation No. 47, Accounting for Conditional Asset Retirement Obligations (FIN 47), requires
entities to record the fair value of a liability regarding a legal obligation to perform asset retirement activity in which the
timing and (or) method of settlement are conditional on a future event that may or may not be within the control of the
entity. We record a liability when we are able to reasonably estimate the fair value of any future obligation to retire as a
result of an existing or enacted law, statute, ordinance or contract We also record a liability for the fair value of a
conditional asset retirement obligation if the fair value can be reasonably estimated, When the liability is initially recorded,
we capitalize a cost by increasing the carrying amount of the related long-lived asset Over time, we adjust the liability to
its present value by recognizing accretion expense as an operating expense in the income statement each period, and the
capitalized cost is depreciated over the useful life of the related asset. Upon settlement of the liability, we either settle the
obligation for its recorded amount or incur a gain or loss if the actual costs differ from the recorded liability amount.

UNS Electric records cost of removal for its transmission and distribution assets through depreciation rates and recovers
those amounts in rates charged to its customers. There are no legal obligations associated with these assets. UNS
Electric has recorded its obligation for estimated costs of removal as a component of accumulated depreciation,

RECENTLY ISSUED ACCOUNTING STANDARDS

UNS Electric adopted the following recently issued accounting standards:

• FAS 157, Fair Value Measurement, issued September 2006, defines fair value, establishes a framework for
measuring fair value, and expands disclosures about fair value measurements, FAS 157 clarifies that the
exchange price is the price in the principal market in which the reporting entity would transact for the asset or
liability. See Note 10.

FSP FAS 157-3, Determining the Fair Value of a Financial Asset When the Market for That Asset Is Not Active -
issued and effective October 2008, provides guidance clarifying how FAS 157 Fair Value Measures (FAS 157)
should be applied in markets that are not active. The guidance reaffirms the notion of fair value as an exit price as
of the measurement date. The FSP emphasizes that approaches other than the market value approach to
determine fair value, such as the use of management's internal assumptions about future cash flows and
appropriately risk-adjusted discount rates, may be appropriate. See Note 10.

The following recently issued accounting standards are not yet reflected in the UNS Electric financial statements:

FAS 161, Disclosures About Derivative Instruments and Hedging Activities an amendment to FAS 133,
Accounting for Derivative instruments and Hedging Activities, issued March 2008, requires enhanced disclosures
about an et» tity's derivative and hedging activity. The standard requires that the objectives for using derivative
instruments be disclosed in terms of underlying risk so that the reader understands the purpose of derivative use
in terms of the risks that the entity is intending to manage, The standard also requires disclosure of the location in
the financial statements of derivative balances as well as the location of gains and losses incurred during the
reporting period. The standard will be applicable for fiscal years or interim periods beginning on or after November
15, 2008 with early adoption encouraged. We with adopt the requirements of this pronouncement in the first
quarter of 2009.
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FSP FAS 132(R)-1 Employers' Disclosures about Pos tretirement Benefit Plan Assets issued in December 2008,
amends Statement 132(R)-1 to require more detailed disclosures about employers' plan assets, including
employers' investment strategies, major categories of plan assets, concentrations of risk within plan assets, and
valuation techniques used to measure the fair value of plan assets. We will adopt the requirements of this
pronouncement in our December 31, 2009 year~end financial statements.

USE OF ACCOUNTING ESTIMATES

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates,

NOTE 3; REGULATORY MATTERS

2008 UNS Electric Rate Order

In the May 2008 rate order, the ACC approved a rate increase of 2.5% (SO million) effective in June 2008. As a result of
the May 2008 rate order limiting recovery of deferred rate case costs, UNS Electric expensed $03 million of the $0.6
million deferred costs in May 2008.

Purchased Power and Fuel Adjustment Clause (PPFAC)

UNS Electric's retail rates include a PPFAC, which allows for a separate surcharge or surcredit to the base rate for
delivered purchased power to collect or return under- or over-recovery of costs. Allowable PPFAC costs include fuel,
purchased power (less proceeds from most wholesale sales) and transmission costs.

As part of the May 2008 ACC rate order, a new PPFAC rate of approximately $0087 per kph took effect on June 1, 2008.
The PPFAC mechanism has a forward component and a true-up component. The forward component of the PPFAC rate

is based on forecasted fuel and purchased power costs. The true-up component reconciles actual fuel and purchased
power costs with the amounts collected in the preceding PPFAC year and any amounts to be refunded/collected from
customers in the coming year's PPFAC rate. The true-up component is updated on June 1 of each year, beginning June
1, 2009. The retail rates prior to June 2008 included a charge for fuel and purchased power of approximately $0.07 per
kph (base rate recovery of $0.052 per kph and a transmission surcharge of 530.018)

The following table shows the balance of over~recovered purchased power costs:

December 31,
2008 2007

- Thousands of Dollars -

$ 308 $ (4,025)| Under (Over) Recovered Purchased Power Costs - Regulatory Basis as Billed to
Customers
Estimated Purchased Power Costs Recovered through Accrued Unbilled
Revenues
(Over) Recovered Purchased Power Costs (PPFAC) s

(6,768)
(6,460) $

(5,262)
(9,287)

At December 31, 2008 and 2007, the PPFAC balance is reported as Regulatory Liabilities -
Energy Costs.

Over-Recovered Purchased

Purchased Power Agreement

In June 2008, UED and UNS Electric entered into a 5-year Power Purchase Agreement (PPA) under which UED sells all
the output of BMGS to UNS Electric. The PPA is a tolling arrangement in which UNS Electric takes operational control of
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BMGS and assumes all risk of operation and maintenance costs, including fuel. UNS Electric accounts for the PPA as an
operating lease. The costs associated with the PPA are recoverable through UNS Electric's PPFAC.

Other Regulatory Assets and Liabilities

UNS Electrics regulatory assets and liabilities were as follows:

December 31 ,
2008 2007

- Thousands of Dollars -

23,785
2,515

zoo
241

1,006
665

600
132

(10,548)
(871)
(207)

(2,067)

Regulatory Assets
Derivatives Instruments (Acct. 1823)
Pensions and Other Post Retirement Benefits (Acct. 182.3)
Self-insured Medical and Short~Term Disability Assets (Acct. 174)
Rate Case Costs (Acct. 1823)
Deferred Environmental Portfolio Costs (Acct. 1823)

Regulatory Liabilities
Net Cost of Removal for Interim Retirements (Acct. 108)
Renewable Energy Standards Tariff REST (Acct. 254)
Demand-Side Management (Acct. 254)
Derivative Instruments (Acct. 264) (9,836)

Regulatory assets are either being collected in rates or are expected to be collected through rates in a future period,
described below:

as

e Derivative instruments represent the unrealized gains or losses on contracts entered into to hedge the variability of
purchased energy costs that are expected to be recovered through the PPFAC, UNS Electric does not earn a
return on these costs.
Pensions and Other Post Retirement Benefits represent the unfunded status of UNS Electric's share of the UES
pension and other postretirement benefit plans that it expects, based on past regulatory actions, to recover
through rates. UNS Electric does not earn a return on these costs.
Self-lnsured Medical and Short-Term Disability assets are recorded based on historical ratemaking treatment
allowing UNS Electric to recover self-insured medical costs and short-term disability costs on a pay-as-you-go or
cash basis. while these assets do not earn a return, they are fully recovered in rates over an approximate
one-year period.
in May 2008, the ACC approved recovery of $300K of rate case costs, over 3 years. UNS Electric does not earn a
return on the regulatory asset balance.

Regulatory liabilities represent items that UNS Electric expects to pay to customers through billing reductions in future
periods or use for the purpose for which they were collected from customers, as described below:

¢ Net Cost of Removal for Interim Retirements represents an estimate of the cost of future asset retirement
obligations. These are amounts collected through revenue for the net cost of removal of interim retirements for
which removal costs have not yet been expended.
Renewable Energy Standards Tariff (REST) represents the REST surcharge collected in excess of qualified
renewable expenditures. The ACC approved a REST surcharge for UNS Electric, effective June 1, 2008, to allow
UNS Electric to recover the cost of qualified renewable expenditures, such as payments to customers who have
renewable energy resources or the incremental cost of renewable power generated or purchased by UNS Electric,
Any surcharge collected in excess of qualified renewable expenditures will be reflected in the financial statements
as a regulatory liability, Conversely, qualified renewable expenditures in excess of the REST surcharge will be
reflected as a regulatory asset. The REST plan includes an adjustor mechanism which allows UNS Electric to file
an application with the ACC to apply any shortage or surplus in the prior year's program expenses to the
subsequent year's REST surcharge.



Name of Respondent

UNS Electric, Inc.

This Report is:
(1) L An Original
(2) __ A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report

2008/Q4

NOTES TO FINANCIAL STATEMENTS (Continued)

ERC FORM no. 1 (ED. 12-88 Page 123.9

In May 2008, the ACC approved a Demand-Side Management (DSM) surcharge which is intended to cover UNS
Electric's DSM programs such as Low income Weatherization, Any surcharge collected in excess of qualified
DSM expenditures will be reflected in the financial statements as a regulatory liability. Conversely, qualified DSM
expenditures in excess of the surcharge will be reflected as a regulatory asset.

INCOME STATEMENT IMPACT OF APPLYING FAS 71

if UNS Electric had not applied FAS 71, net income would have been $15 million lower in 2008 as UNS Electric would
have recognized under-recovered purchased energy and unrealized losses on its commodity derivative instruments as an
expense to its income statement, rather than as regulatory assets or a reduction to its regulatory liabilities. If UNS Electric
had not applied FAS 71, net income would have been $1 million higher in 2007 as UNS Electric would have been able to
recognize over-recovered purchased power costs as a credit to the income statement rather than record an increase to
regulatory liabilities.

FUTURE implications OF msconTlnulnG APPLICATION OF FAS 71

UNS Electric regularly assesses whether it can continue to apply FAS 71 to its operations. If UNS Electric stopped
applying FAS 71 to its regulated operations, it would write~ofi' the related balances of its regulatory assets as an expense
and would write-off its regulatory liabilities as income on its income statement, Based on the regulatory asset and liability
balances, if UNS Electric had stopped applying FAS 71 to its regulated operations, it would have recorded an extraordinary
after-tax loss of $4 million and an after-tax loss in AOCI of $1 million at December 31, 2008. Discontinuing application of
FAS 71 would not affect UNS Electric's cash flows.

NOTE 4. ACCOUNTING FOR DERIVATIVE INSTRUMENTS, TRADING ACTIVITIES AND HEDGING ACTIVITIES

FUEL AND POWER TRANSACTIONS

UNS Electric enters into forward contracts to purchase a specified amount of capacity or energy at a specified price over a
given period of time, within established limits, to take advantage of favorable market opportunities and reduce exposure to
energy price risk associated with their gas and purchased power requirements, volumetric risk associated with their
seasonal load and operational risk associated with their power plants and transmission systems, UNS Electric also has
natural gas supply agreements under which it purchases all of its gas requirements at spot market prices. in an effort to
minimize price risk on these purchases, UNS Electric entersinto gas price swap agreements under which they purchase
gas at fixed prices and simultaneously sell gas at spot market prices. All of the contracts and agreements referred to in
this paragraph are considered derivative instruments.
UNS Electric has recorded its commodity contract gains and losses to be recovered through the PPFAC as regulatory
assets since 2006. See Note 3.

The foitowing table discloses unrealized gains and losses on energy contracts that are reported on the balance sheet as a
regulatory asset or a regulatory liability rather than as a component of AOCI or in the income statement.

Mark-to-Market Transactions - (Increase) Decrease
Recorded in Regulatory Accounts on the Balance Sheet 2008 2007

- Thousands of Dollars -

$ 7,013
15,766

$1,006
Recorded in Regulatory Assets -- Derivatives:

Gas Swaps
Forward Power Purchases

Recorded in Regulatory Liabilities .... Derivatives:
Forward Power Purchases

Total (Increase) Decrease

9,836
$32,615 $

(6,620)
(5,614)

l l l l lllllllll
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The fair value of derivative assets and liabilities were as follows:

December 31, 2008
Mark~to- Cash
Market Flow

Contracts Hedges

December 31, 2007
cash
Flow

Hedges Total

$ $Current Assets
Current Liabilities
Net Current Assets (Liabilities)

$ 1,585
(18,156)

$(16,571) $

Mark-to-
Market

Total Contracts
-Thousands of Dollars-

$ 1,585 $ 3,435
(18,156)

$(1s,571) $
(733)
2,702 58

$ 3,435
(733)

2,702$

$ in $ $ $Noncurrent Assets
Noricurrent Liabilities
Net Noncurrent Assets (Liabilities)

$ 1,511
(8,731)

$(1,214) $ -

1,517
(8,731)

$ (7,214) $

7.779
(1,651)
6,128 as

$ 7,779
(1,651)

$ 6,128

As cash collateral is disclosed separately in the balance sheet, the above balances exclude any cash collateral posted with
counterparties.

At December 31, 2008, UNS Electric had contracts that will settle. through the fourth quarter of 2013, Amounts presented,
above, as Net Current Assets (Liabilities), are expected to be reclassified into earnings within the next twelve months.

Credit Risk Adjustment

When the fair value of our derivative contracts are reflected as an asset, the counterparty owes us and this creates credit
risk. We minimize our credit risk by (1) entering into transactions with high-quality counterparties, (2) limiting our exposure
to each counterparty, (3) monitoring the financial condition of the counterparties and (4) requiring collateral in accordance
with the counterparty master agreements. Using a combination of market credit default swap data and historical recovery
rates for subordinated bonds, we consider the impact of counterparty credit worthiness in determining the fair value of our
derivatives as well as its possible effect on continued qualification for cash flow hedge accounting. At December Si, 2008,
the impact of counterparty credit risk on the fair value of derivative asset contracts was less than $0.5 million.

We also consider the impact of our own credit risk on instruments that are in a net liability position, after deducting
collateral posted, using market credit default swap data and allocate the credit risk adjustment to all individual contracts in
a net liability position. The impact of our own credit risk was fess than $0.5 million.

Concentration of Credit Risk

The use of contractual arrangements to manage the risks associated with changes in energy commodity prices creates
credit risk exposure resulting from the possibility of nonperformance by counterparties pursuant to the terms of their
contractual obligations. UNS Electric enters into contracts for the physical delivery of energy which contain remedies in the
event of non~performance by the supply counterparties. in addition, volatile energy prices can create significant credit
exposure from energy market receivables and mark-to-market valuations.

As of December Si, 2008, UNS Electric had no credit exposure to other counterparties.

To provide credit enhancements for forward energy purchase contracts and hedging activities, UNS Electric posted cash
collateral of $7 million and letters of credit of $7 million.

al
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NOTE 5. UT{LiTY PLANT

The folkawirng table shows Utility Plant in Service and depreciable lives by major class at December 311

2008 2007 Depreciable Lives
Thousands of Dollars

Plant in Service;
Electric Generation Plant
Electric Distribution Plant
Electric Transmission Plant
General Plant
intangible Plant

Total Plant in Service

$ 26,589
333,222

56,688
22,741
7,674

$448,914

$ 26,464
312,842
56,086
22,939
10,734

$ 429,065

38 - 49 years
23 50 years
20 ... 50 years
5 .... 40 years
5 - 32 years

Utility Plant under Capital Leases $ 731 $ 731

Intangible Plant primarily represents transmission access and computer software costs.

NOTE 6. DEBT AND CAPITAL LEASE OBLIGATIONS an

SENIOR UNSECURED NOTES

in August 2008, UNS Electric issued $100 million of senior unsecured debt: $50 million at 6.5%, due 2015 and $50 million
at 7.1%, due 2023 (UNS Electric 2008 Long-Term Debt). The UNS Electric Long-Term Debt is guaranteed by us. The
notes may be prepaid with a make-whole call premium reflecting a discount rate equal to an equivalent maturity U.S.
Treasury security yield plus 50 basis points.

UNS Electric used $60 million of the proceeds to repay its 7.61% senior unsecured notes that matured on August 11,
2008. The remaining proceeds were used to repay UNS Electric's outstanding borrowings under the UNS Gas/UNS
Electric Revolver and for general corporate purposes. UNS Electric capitalized $1 million of costs related to the issuance
of the debt and will amortize these costs over the life of the debt.

w e

The UNS Electric Long~Term Debt contains certain restrictive covenants, including restrictions on transactions with
affiliates, mergers, liens to secure indebtedness, restricted payments and incurrence of indebtedness. As of December
Si, 2008, UNS Electric was in com piiarice with the covenants.

The incurrence of indebtedness covenant requires UNS Electric to meet certain tests before additional indebtedness may
be incurred. These tests include:

• A ratio of Consolidated Long-Term Debt to Consolidated Total Capitalization of no greater than 65%.

e An Interest Coverage Ratio (a measure of cash flow to cover interest expense) of at least 2.50 to 1.00.

However, UNS Electric may, without meeting these tests, refinance indebtedness and incur short-term debt in an amount
not to exceed $5 million. UNS Electric may not declare or make distributions or dividends (restricted payments) on its
common stock unless (a) immediately after giving effect to such action no default or event of default would exist under its
senior unsecured note agreement and (b) immediately after giving effect to such action, it would be permitted to incur an
additional dollar of indebtedness under the debt incurrence test. As of December 31, 2008, UNS Electric was in
compliance with the terms of the senior unsecured note agreement.
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The senior unsecured notes may be accelerated upon the occurrence and continuance of an event of default under the
senior unsecured note agreement. Events of default include failure to make payments required thereunder, certain events
of bankruptcy or commencement of similar liquidation or reorganization proceedings or a change of control of UES or UNS
Electric. in addition, an event of default may occur if UNS Electric, UES or UNS Gas default on any payments required in
respect of certain indebtedness that is outstanding in an aggregate principal amount of at least $4 million or if any such
indebtedness becomes due or capable of being called for payment prior to its scheduled payment date or if there is a
default in the performance or compliance with the other terms of such indebtedness and, as a result of such default, such
indebtedness has become, or has been declared, due and payable, prior to its scheduled payment date.

CAPITAL LEASE OBLIGATIONS

UNS Electric has two trucks under capital lease with an initial term to 2011. Both leases may be continued with the same
rental terms until either party gives 90 days notice and provide for the purchase of the leased asset at fair market value at
the end of the lease.

The following provides future payments on UNS Electrics capita! lease obligations at December 31, 2008:

Capital Lease Obligations
- Thousands of Dollars ..

$  115
115
38

268

2009
2010
2011
2012
2013
Total 2009-2013
Thereafter
imputed Interest
Total

(18)
as 250

REVOLVING CREDIT AGREEMENT

The UNS Gas/UNS Electric Revolver is a $60 million revolving credit facility which matures in August 2011, Either UNS
Gas or UNS Electric may borrow up to a maximum of $45 million, so long as the combined amount borrowed does not
exceed $60 million. UNS Gas is only liable for UNS Gas's borrowings, and similarly, UNS Electric is only liable for UNS
Electric's borrowings under the UNS Gas/UNS Electric Revolver. UES guarantees the obligations of both UNS Gas and
UNS Electric.

UNS Electric has the option of paying interest at LIBOR plus 1.0% or the greater of the federal funds rate plus 0.5% or the
agent bank's reference rate.

The UNS Gas/UNS Electric Revolver contains restrictions on additional indebtedness, liens, mergers and sales of assets.
The UNS GaslUNS Electric Revolver also contains a maximum leverage ratio and a minimum cash flow to interest
coverage ratio for each borrower. As of December 31, 2008, UNS Electric was in compliance with the terms of the UNS
GaslUNS Electric Revolver.

The borrowings by UNS Electric under the UNS Gas/E!ectric Revolver were as follows:

Balance on the Revolver

Weighted Average Interest Rate

Outstanding Letters of Credit

- Thousands of Dollars -
December 31, 2008 December 31, 2007
$ 8,000 $ 26,000

1.5% 5,89%

6,500 -$ 8

l ll I all lllllllllI  1 - - - 1 1 1
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At December 31, 2008 and December 31, 2007, UNS Electric's borrowings under the UNS Gas/UNS Electric Revolver
were excluded from Current Liabilities and presented as Long-Term Debt, as UNS Electric has the ability and the intent to
keep the borrowings outstanding under the UNS Gas/UNS Electric Revolver for the next twelve months, The outstanding
letters of credit support power and gas purchases and hedges and are off-balance sheet obligations UNS Electric.

UNS Electric repaid $4 million in February 2009, and repaid the remaining $4 million in March 2009 under the UNS
GaslUNS Electric Revolver.

NOTE 7. COMMITMENTS AND CONTINGENCIES

We record liabilities for loss contingencies, including environmental remediation costs, arising from claims, assessments,
litigation, fines and penalties and other sources when it is probable that a liability has been incurred and the amount of the
assessment can be reasonably estimated.

PURCHASE AND TRANSPORTATION COMMITMENTS

At December 31, 2008, UNS Electric had various unrecognized firm non-cancelabie purchase commitments as described
in the table below.

2009 2010 2011 2012 2013
There
after Total

Fuel (including Transportation)
Purchased Power
Transmission

7,588
$ 30,845

98,701
5,238

$ 134,784Total Unrecognized Firm Commitments

$ 20,258
41,091

2,592
$ 63,941

$ 8,761
29,644
1,764

$40,169

.. Thousands of Dollars
$ 1,804 $ 22 $

12,771 7,607
882 -

$15,457 $ 7,629 $ 7,588 $

Since UNS Electric's all-requirements purchased power contract expired in May 2008, UNS Electric has entered into
agreements with various energy suppliers for purchased power at market prices to meet energy requirements. In general,
these contracts provide for capacity payments and energy payments based on actual power taken under the contracts.
These contracts expire in various years through 2013. Certain of these contracts are at a fixed price per MW and others
are indexed to natural gas prices. The commitment amounts included in the table above are based on market prices as of
December 31, 2008. UNS Electric paid $53 million in 2008 for purchased power under these contracts,

UNS Electric imports the power it purchases over the Western Area Power Administration's (WAPA) transmission lines.
UNS Electric's transmission capacity agreements with WAPA provide for annual rate adjustments and expire in 2011 and
2017. However, the effects of both purchased power and transmission cost adjustments are mitigated through a
purchased power rate-adjustment mechanism. UNS Electric paid $7 million in 2008 and in 2007 for transmission under
committed contracts.
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OPERATING LEASES

UNS Electric has entered into operating leases, primarily for office facilities and office equipment, with varying terms,
provisions, and expiration dates.

UNS Electric's estimated future minimum payments under non-canceiable operating leases at December 31, 2008 were:

2009
2010
2011
2012
2013
Total 2009-2013
Thereafter
Total

Operating Leases
- Thousands of Dollars -

$ 309
269
269
78
60

985
24

$ 1009

UNS Electric's operating lease expense was $0.4 million in 2008 and $0,4 miliicn in 20071

ENVIRONMENTAL CONTINGENCIES

UNS Electric owns and operates the Valencia Power Plant (Valencia), located in Nogales, Arizona. The Valencia plant
consists of three gas and diesel~fueled combustion turbine units, with a fourth unit that commenced operations in
June 2006. UNS Electric has continued efforts initiated by the site's previous owner to remediate the soil and groundwater
contamination at its Valencia facility. The initial estimate for the cost of remediation was $0.6 million. The ultimate cost,
however, will depend on the extent of contamination found as the project progresses and when final remediation occurs.
Under the purchase agreement for Valencia, UNS Electric's obligation is limited to $1 .5 million. At December 31, 2008,
UNS Electric had a liability of $0.5 million included in Other Deferred Credits and Other Liabilities on the balance sheet.

NOTE 8. INCOME AND OTHER TAXES

INCOME TAXES

We record deferred tax liabilities for amounts that will increase income taxes on future tax returns. We record deferred tax
assets for amounts that could be used to reduce income taxes on future tax returns. UNS Electric determined that a
valuation allowance on the deferred income tax assets for the years ended December at, 2008 and December 31, 2007
was not necessary, We reached this conclusion based on our interpretation of tax rules, tax planning strategies,
scheduled reversals of temporary differences, and projected future taxable income.

l
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UniSource Energy includes UNS Electric's taxable income in its consolidated federal income tax return. Deferred tax
assets (liabilities) consist of the following:

2008 2007
- Thousands of Dollars

$(10,391)
118

(10,273)

$ (5,648)
(238)

(5,886)

860
5,oo5
2,002

a n

374
4,516
1.287
3,644

455
256

10,532
$ 4,646

Gross Deferred Income Tax Liabilities
Plant
Other

Gross Deferred income Tax Liabilities
Gross Deferred Income Tax Assets

Alternative Minimum Tax Credit (AMT)
Customer Advances
Contributions in Aid of Construction
Purchased Power and Fuel Adjustment Clause
Compensation and Benefits

Other
Gross Deferred Income Tax Assets

Net Deferred income Tax Assets (Liabilities)

758
304

8,929
$ (1,344)

income tax expense (benefit) included in the income statement includes amounts both payable currently and deferred for
payment in future periods as indicated below:

2008 2007
-Thousand of Dollars-

Current Tax Expense (Benefit)
Federal
State

$ (3,544)
(80)

$ 2,512
470

Deferred Tax Expense (Benefit)
Federal
State

Total Federal and State income Tax Expense $

5,190
842

2,408 $

47
105

3,134

The following reconciles the provision for income taxes at the federal statutory rate of 35% to the effective rate:

Federal Income Tax Expense at Statutory Rate
State income Tax Expense, Net of Federal Deduction
Other

Total Federal and State Income Tax Expense

2008 2007
- Thousands of Dollars -

$ 2,159 33 2,760
285 364
Las) 10

$ 2,408 $ 3,134

UNS Electric incurred a $9 million net operating loss in 2008 that will be carried back to generate $3.2 million in tax
refunds. The receivable is included in intercompany accounts receivable on the balance sheet.

Uncertain Tax Positions

UNS Electric adopted Accounting for Uncertainty in Income Taxes - an interpretation of FASB Statement No. 109 (FIN 48)
as of January 1, 2007. FIN 48 requires us to determine whether it is "more Iikeiy than not" that we will sustain a tax position
under examination. Each tax position is measured to determine the amount of benefit to recognize in the financial
statements.



Name of Respondent

UNS Electric, inc,

This Report is:
(1)1 An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4

NOTES TO FlNANClAL STATEMENTS (Continued)

ERC FORM no. 1 (ED. 12-88 Page 123.18

At the end of 2008, UNS Electric had no uncertain tax positions

OTHER TAX MATTERS

On its 2003 and 2004 tax returns, UNS Electric elected to utilize an accounting method relating to the capitalization of
indirect costs to production activities and self-constructed assets.

In 2005, the Internal Revenue Service (IRS) issued a ruling limiting the ability of electric and gas utilities to use the new
accounting method. Based on settlement guidelines issued by the IRS in March 2007, this issue has been settled with the
IRS. in 2008, UNS Electric received a $0.3 million refund of taxes and interest. The refunds have no income statement
impact to UNS Electric in 2008.

NOTE 9. PENSION AND POSTRETIREMENT BENEFIT PLANS

UNS Electric does not maintain a separate pension plan or other postretirement benefit plan for its employees. All regular
employees are eligible to participate in the pension plan maintained by our parent, UES. A small group of active
employees are also eligible to participate in a postretirement medical benefit plan. UES allocates net periodic benefit cost
based on service cost for participating employees.

PENSION PLAN
The noncontributory, defined benefit pension plan provides benefits based on years of service and the employee's average
compensation. We recognize Me underfunded status of our defined benefit pension plans as a liability on our consolidated
balance sheets. The underfunded status is measured as the difference between the fair value of the plans assets and the
projected benefit obligation for pension plans. We recognize a regulatory asset to the extent these future costs are
probable of recovery in rates.

Pension Contributions

The Pension Protection Act of 2006 (The Pension Act) establishes minimum funding targets for pension plans beginning in
2008. A plan's funding target is the present value of all benefits accrued or earned as of the beginning of the plan year.
While the annual targets are not legally required, if a plan does not meet the annual funding targets, the plan's benefit
payment options are limited and a funding deficiency notice must be sent to all plan participants. All UNS Electric plans
are in compliance with The Act. .

in 2009, to meet the funding requirements of The Pension Act, UNS Electric expects to contribute $0.8 million to the
pension plan.

OTHER POSTRETIREMENT BENEFIT PLAN

UNS Electric assumed a $1.3 million liability for postretirement medical benefits for current retirees and a small group of
active employees at the acquisition of the Arizona electric system assets. The selected active employees participate in a
Postretirement Benefit Plan covering employees of UniSource Energy. In the 2008 TEP Rate Order, the ACC authorized
accrual basis recovery of other postretirement benefit plan costs based on a commitment to fund the plan. UNS Electric
now records changes in its other postretirement obligation, not yet reflected in net periodic benefit cost, as a regulatory
asset, as such amounts are probable of future recovery in rates, Amounts previously recorded in AOCI have been
reclassified to a regulatory asset.

The pension and other postretirement benefit related amounts (excluding tax balances) included in UNS Electrics balance
sheet are;

I'll 111-1



Name of Respondent

UNS Electric, Inc.

This Report is;
(1) L An Original
(2) _ A Resubmission

Date of Report
(Mo, Do, Yr)

04m8/2009

Year/Period of Report

2008/Q4

NOTES TO FINANCIAL STATEMENTS (Continued)

Page 123.17FERC FORM no. 1 ED. 12-88

2008 2007

$2,418

Other Postretirement
Pension Benefits Benefits

Years Ended December 31,
2007 2008

- Thousands of Dollars -
$  663 $ Lr

(1,180)
(77)

(572)
Ur

$ _

(75)
(584)

(52)
$ (711)

Regulatory Pension Asset included in Regulatory Assets
Accrued Benefit Liability included in Accrued Employee Expenses
Accrued Benefit Liability included in Deferred Employee Benefits
Accumulated Other Comprehensive (Gain) Loss

Net Amount Recognized

(3,015)

$ (537) $ (517) $ (649)

OBLIGATIONS AND FUNDED STATUS
I
I In accordance with FAS 158, we measured the actuarial present values of all pension benefit obligations and other

postretirement benefit plans at December 31, 2008. In 2007, the measurement date was December 1. As a result of the
change in the measurement date, we recorded a loss of less than $0.1 million to retained earnings.

The tables below reflect UES' plan information as a whole. The change in projected benefit obligation and plan assets and
reconciliation of the funded status are as follows:

2008

Other Postretirement
Pension Benefits Benefits

Years Ended December 31 ,
2007 2008

- Thousands of Dollars
2007

$ $ 7,461
(1,417)

440
1,017

$ 1,154
277
TO

$ 1,658
(275)

Qt

Change in Projected Benefit Obligation
Benefit Obligation at Beginning of Year
Actuarial (Gain) Loss
Interest Cost
Service Cost
Measurement Date Change
Benefits Paid
Projected Benefit Obligation at End of Year

7,352
1 ,sos

501
917
118

(236)
10,485

(149)
7,352

(314)
1,194

(320)
1,154

Change in Plan Assets
Fair Value of Plan Assets at Beginning of Year
Actual Return on plan Assets
Benefits Paid
Employer Contributions
Participant Contributions
Measurement Date Change
Fair Value of Plan Assets at End of Year

4,889
(1 ,951 )

(236)
1 ,zoo

3.865
173

(149)
1,000

(362)
314
48

(353)
320
43

35
3,937 4,889

Funded Status at End of Year s (6,548) $ (2.463) $ (1,194) $ (1,154)

II II- 11111-11
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At December 31, 2008, UNS Electric's proportionate share of the pension plan's funded status is approximatety 46%

The following table provides the components of UES` regulatory assets that have not been recognized as components of
periodic benefit cost as of December 31, 2008:

Pension Benefits
Other Pos retirement

Benefits
.. Thousands of Dollars -

Net Loss
Prior Service Cost (Benefit)

$ 3,259
2,002

s 214
(36)

The accumulated benefit obligation for the UES defined benefit pension plan was $6.8 million at December 31, 2008 and
$45 million at December 31, 2007. Changes in actuarial assumptions including an increase in the discount rate impacted
the accumulated benefit obligation. At December 31, 2008 the UES defined benefit pension plan had accumulated benefit
obligations in excess of plan assets.

December 31 ,
2008 2007

Projected Benefit Obligation at End of Year
Accumulated Benefit Obligation at End of Year
Fair Value of Plan Assets at End of Year

s
- Thousands of Dollars -

10,485 $ 7,352
6,760 4,501
3,937 . 4,889

The components of net periodic benefit costs and other amounts recognized in income are as foliowsi

Pension Benefits
2008 2007

Cther
Postretirement

Benefits
2008 2007

- Thousands of Dollars

Components of Net Periodic Cost
$ $ $ - 33

71 90
1,017

440
(318)

258
-

(3)

Service Cost
Interest Cost
Expected Return on Plan Assets
Prior Service Cost Amortization
Recognized Actuarial (Gain) Loss l

(3)
4

91Net Periodic Benefits Cost

917
501

(430)
258
(19)

$ 1,221 $ 1,397 $ 68 $

A portion of the net periodic benefit cost was capitalized as a cost of construction and the remainder was included in Other
Operating and Maintenance costs.

in zoos, UNS Electric recognized 47% of total net periodic pension benefit costs and 53% of other postreiirement benefit
costs based on relative employee participation.

The amounts recognized in Accumulated Other Comprehensive Income (AOCI) or as regulatory assets are as follows:

l l  l l H l l l I II ll
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Pension Benefits
2008 2007

- Thousands of Dollars

$ 4,214
l g

(258)
(20)

$ (1,271)

(258)

Changes in Plan Assets and Benefit Obligations
Recognized as Regulatory Asset

Current Year Actuarial (Gain) Loss
Amortization of Actuarial Gain (Loss)
Prior Service (Cost) Amortization
Measurement Plan Change
Change in Additional Minimum Liability

Total Recognized as Regulatory Asset s 3,955 $ (1,529)

Other Postretirement Benefits
Regulatory AOCI AOCI

Asset
2008 2087

$ 271 $ (274)
(4)
3

Changes in Benefit Obligation Recognized in AOCI or
as Regulatory Assets

Current Year Actuarial (Gain) Loss
Amortization of Actuarial Gain (Loss)
Prior Service (Cost) Amortization
Reclassification from AOCI to Regulatory Asset

Total Recognized in AOCl or as Regulatory Assets

(99)
s we

3
99

102 $ (275)

UNS Electric recognized changes in benefit obligations in AOCI of less than $0.1 million both before tax and net of tax.

For the pension plan, we amortize prior service costs on a straight-line basis over the average remaining service period of
employees expected to receive benefits under the plan. UES will amortize $0.3 million of prior service cost and $0.2
million of net loss from regulatory assets into net periodic benefit cost in 2009. The estimated net loss and prior service
benefit for the defined benefit postretirement plans that will be amortized from regulatory assets into net periodic benefit
cost in 2009 are less than $0.1 million, respectively. .

Other Postretirement
Benefits

2008 2007
8.50% 6.50%

Weighted-Average Assumptions Used to Determine
Benefit Obligations as of the Measurement Date,

Discount Rate
Rate of Compensatiorss Increase

Pension Benefits
2008 2007
6.30%

3;00-4.00%
6.80%

3.00-4.00%

Weighted-Average Assumptions Used to Determine
Net Periodic Benefit Costs for Period Ended
December 31 ,

Discount Rate
Rate of Compensations Increase
Expected Return on Plan Assets

Pension Benefits
2008 2007
6.80%

3.00-4.00%
7.75%

5.90%
3.00-4.00%

8.30%

Other Postretirement
Benefits

2008 2007
6.50% 5.60%

Net periodic benefit cost is subject to various assumptions and determinations, such as the discount rate, the rate of
compensation increase, and the expected return on plan assets. We estimated the expected return on plan assets based
on a review of the plans' asset allocations. We also consulted with a third~party investment consultant and the plans'
actuary who consider factors such as:

•

0

market and economic indicators
historical market returns
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correlations and volatility
central banks' and government treasury departments' forecasts and objectives, and
recent professional or academic research.

Changes that may arise over time with regard to these assumptions and determinations will change amounts recorded in
the future as net periodic benefit cost.

December 31 ,
2008 2007

Assumed Health Care Cost Trend Rates
Health Care Cost Trend Rate Assumed for Next Year (Pre-65)
Health Care Cost Trend Rate Assumed for Next Year (Post-65)
Ultimate Health Care Cost Trend Rate Assumed
Year that the Rate Reaches the Ultimate Trend Rate

7.5%
7.5%
5%

2047

8%
10%
5%

2013

A one-percentage-point change in assumed health care cost trend rates would have an impact of less than $0.1 million on
UES' benefit obligation on the December 31, 2008 amounts reported.

Pension Plan Assets

UES calculates the market-related value of plan assets using the fair value of plan assets on the measurement date.
pension plan asset allocations by asset category are as follows:

The

Plan Assets
December 31 ,

2008 2007

Asset Category
66%
33%

1%
100%

Equity Securities
Debt Securities
Cash

Total

67%
31%

2%
100%

The policy for the UES pension plan is to provide exposures to equity and debt securities by investing in a balanced fund.
The fund wilt hold no more than 75% of its total assets in stocks.

Estimated Future Benefit Payments

The following benefit payments, which reflect future service, as appropriate, are expected to be paid by UES:

Pension
Benefits

Other
Postretirement

Benefits

2009
2010
2011
2012
2013
Years 2014-2018

$
- Thousands of Dollars -

299 $ 127
402 126
650 124
915 122
833 119

6,253 532

DEFINED CONTRIBUTION PLANS

UNS Electric offers a deNraed contribution savings plan to all eligible employees, The Internal Revenue Code identifies the
plan as a qualified 401(k) plan. Participants direct the investment of contributions to certain funds in their account. UNS
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Electric matches part of a participant's contributions to the plan UNS Electric made matching contributions of less than
$0.3 million in each of 2008 and 2007.

NOTE 10. FAIR VALUE MEASUREMENTS

Effective January 1, 2008, we adopted FAS 157, Fair Value Measurements (FAS 157), which defines fair value,
establishes a framework for measuring fair value, and expands disclosures about fair value measurements. As defined in
FAS 157, fair value is the exit price that would be received to sell an asset or paid to transfer a liability between market
participants at the measurement date. FAS 157 clarifies that the exchange price is the price in the principal market in
which the reporting entity would transact for the asset or liability. With limited exceptions, the provisions of FAS 157 are
applied prospectively. There was no transition adjustment as a result of adopting FAS 157

As permitted by FSP FAS 157-2, we have elected to defer the adoption of the nonrecurring fair value measurement
disclosures of non-financial assets and liabilities, such as asset retirement obligations, until January 1, 2009.

FSP FAS 157-3, Determining the Fair Value of a Financial Asset When the Market for ThafAsset is Not Active, issued
October 2008, provides guidance clarifying how FAS 157 should be applied in markets that are not active. The guidance
reaffirms the notion of fair value as an exit price as of the measurement date. The FSP emphasizes that approaches other
than the market value approach to determine fair value, such as the use of management's internal assumptions about
future cash flows and risk~adjusted discount rates, may be appropriate. The FSP, which is effective upon issuance and
applicable to prior periods for which financial statements have not yet been issued, did not have a material impact on our
financial statements.

In accordance with FAS 157, we have categorized our financial instruments, based on the priority of the inputs to the
valuation technique, into a three-level fair value hierarchy. The fair value hierarchy gives the highest priority to quoted
prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3).
The three levels of the fair value hierarchy defined by FAS 157 are as follows:

Level 1. Financial assets and liabilities whose values are based on unadjusted quoted prices for identical assets or
liabilities in an active market (examples include active exchange~traded equity securities and listed
derivatives).

Level 2. Financial assets and liabilities whose values are based on quoted prices for similar assets or liabilities in active
markets, quoted prices for identical or similar assets or liabilities in non-active markets (examples include
corporate bonds, which trade infrequently), pricing models whose inputs are observable for substantially the
full term of the asset or liabilities (examples include most non-exchange-traded derivatives, including interest
rate swaps), and pricing models whose inputs are derived principally from or corroborated by observable
market data through correlation or other means for substantially the full term of the asset or liability.

Level 3. Financial assets and liabilities whose values are based on prices or valuation techniques that require inputs
that are both unobservable and significant to the overall fair value measurement. These inputs reflect
management's own assumptions about the assumptions a market participant would use in pricing the asset or
liability (examples include long-dated or complex derivatives including certain long~dated options on gas and
power).

The following tables set forth, by level within the fair value hierarchy, UNS Electric's financial assets and liabilities that were
accounted for at fair value on a recurring basis as of December 31, 2008. As required by FAS 157, financial assets and
liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value measurement.

I
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Quoted Prices in
Active Markets for
Identical Assets

(Level 1)

Significant Other Significant
Observable inputs Unobservable inputs

(Level 2) (Level 3)
December 31, 2008

... Thousands of Dollars -

Total

$ 4,171 8 $ $ 4,171
6,620
3,102

13,893

Assets
Cash Equivalents (1)
Collateral Posted (2)
Energy Contracts (3)
Total Assets 4.171

6,620
96

6,716
3,006
3,006

Liabilities
Energy Contracts (3)
Total Liabilities
Net Total Assets and (Liabilities) 35 4,171 $

(8,115)
(8,115)
(1,399)

(18,772)
(18,772)

$ (15,766)

(26,887)
(26,887)

$ (12,994)

(1) Cash Equivalents are based on observable market prices and are comprised of the fair value of Money Market Funds.
(2) Collateral provided for energy contracts with counterparties to reduce credit risk exposure.
(3) Energy contracts include gas swap agreements (Level 2), forward power purchase contracts (Level 3), and forward
power purchase contracts indexed to gas (Level 3), entered into to take advantage of favorable market conditions and
reduce exposure to energy price risk. The valuation techniques are described below.

Energy Contracts

UNS Electric primarily applies the market approach for recurring fair value measurements and endeavors to utilize the best
available information. Where observable inputs are available for substantially the full terms of the asset or liability, such as
gas swap derivatives valued using New York Mercantile Exchange (NYMEX) pricing, adjusted for basin differences, the
instrument is categorized in Level 2.

Derivatives valued using an aggregate pricing service or published prices that represent a consensus reporting of multiple
brokers are categorized in Level 3. For both power and gas prices, UNS Electric obtains quotes from brokers, major
market participants, exchanges or industry publications as well as its own price experience from active transactions in the
market. UNS Electric primarily uses one set of quotations each for power and for gas, and then uses the other sources as
validation of.those prices The broker providing quotes for power prices states that the market information provided is
indicative only, but believes it to be reflective of market conditions as of the time and date indicated. In addition, energy
derivatives include contracts where published prices are not readily available. These include contracts for delivery periods
during non-standard time blocks, contracts for delivery during only a few months of a given year when prices are quoted
only for the annual average, or contracts for delivery at illiquid delivery points. in these cases, UNS Electric applies certain
management assumptions to value such contracts. These assumptions include applying historical price curve
relationships to calendar year quotes, applying percentage multipliers to value non-standard time blocks, including the
impact of counterparty credit risk, using current and historical default and recovery rates, our own credit risk, using credit
default swap data, and including adjustments for transmission and line losses to value contracts at illiquid delivery points.
UNS Electric reviews these assumptions on a quarterly basis.

UNS Electric's assessment of the significance of a particular input to the fair value measurements requires judgment, and
may affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchy levels.
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The following tables set forth a reconciliation of changes in the fair value of forward power purchase contracts classified as
Level 3 in the fair value hierarchy for the year ended:

December 31, 2008
- Thousands of Dollars

35 9,836Balance, beginning of year
Gains and (Losses) (RealizedlUnrealized) Recorded to
Regulatory Assets/Liabilities

Balance, end of year

(25,602)
$ (15,766)

Losses on mark-to-market contracts include the reclassification of realized gains and losses on the settlement of derivative
contracts. All of the Level 3 unrealized gains and losses are attributable to the change in fair value of Level 3 assets and
liabilities held at the reporting date.

There were no transfers in or out of Level 3 derivatives.

NOTE 11. COMMON STOCK EQUITY

DIVIDEND RESTRICTIONS

Restrictions placed on UNS Electric limit UES' ability to pay dividends. The 2003 UES Settlement Agreement limits UNS
Electric's ability to pay dividends of no more than 100% of its earnings to UniSource Energy. Additionally, the terms of the
senior unsecured note agreements contain dividend restrictions. See Note 6.

CAPITAL CONTRIBUTION

UES made capital contributions to UNS Electric of less than $0.5 million in 2008.
UniSource Energy made no capital contributions to UNS Electric in 2008 and $10 million in 2007,

lIHll\l\ I lllllll_
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STATEMENTS OF ACCUMULATED COMPREHENSIVE INCOME, COMPREHENSIVE INCOME, AND HEDG\NG A

1. Report in columns (b),(c)_(d) and (e) the amounts of accumulated other comprehensive income items on a net~of-tax basis, where appropriate.

2. Report in columns (f) and (g) the amounts of other categories of other cash flow hedges.

3. For each category of hedges that have been accounted for as "fair value hedges", report the accounts affected and the related amounts in a footnote.

Line
No.

item

(8)

Unrealized Gains and
Losses on Availabie-
for-Sale Securities

(b)

Minimum Pension
Liability adjustment

(net amount)

(c)

Foreign Currency
Hedges

(d)

Otter
Adjustments

(e)

1 Balance of Account 219 at Beginning of

Preceding Year 66,503)(

2 Precedirmg Qtr/Yr to Date Reclassifications

from Acct 219 to Net Income

3 Preceding Quarter/Year to Date Changes in

Fair Value 98,036

4 Total (lines 2 and3) 98,036

5 Balance of Account 219 at End of

Preceding Quarter/Year 31,533

6 Balance of Account 219 at Beginning of

Current Year 31533

7 Current Qtr Nr to Date Reclassifications

from Acct219 to Net Income

8 Current Quarter/Year to Date Changes in

Fair Value 31 ,533)(

g Total (lines 7 and 8) 31 ,533)(

10 Balance of Account 219 at End of Current

QuarterlYear

FERC FORM no. 1 (NEW 06-02) Page 122a
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Una
No.

Other Cash Flow
Hedges

Interest Rate Swaps

(f)

Other Cash Flow
Hedges

[Specify]

(Q)

Totals for each
category of items

recorded in
Account 219

(h) G)

Total
Comprehensive

Income

Net Income (Carried

Forward from
Page 117, Line 78)

(i)

G6,503)(1

2

3 98,036

4 98,036 4,852,2954,754,259

5 31 ,533

6 31»533'

7

8 31533)(

9 31 ,533)( 3,763,587 3,732,054

40

FERC FORM no. 1 (NEW 06-02) Page 122b
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SUMMARY OF UTILITY PLANT AND ACCUMI LATED PROVISIONS

FOR DEPRECIATIQN, AMORTIZATION AND DEPLETION

Report in Column (c) the amount for electric function, in column (cl) the amount for gas function, in column (e), (f), and (g) report other (specify) and in

column (f) common function,

Line
No.

Classification

(a)

Total Company for the
Current Year/Quarter Ended

(b)

Electric

(c)

1 Utility Plant

2 in Service

3 Plant in Service (Classified) 443,068,716 443,068,716

4 Property Under Capital Leases 730,578 730,678

5 Plant Purchased or Sold

6 Completed Construction not Classified 3,844,840 3,844,840

7 Experimental Plant Unclassified

8 Total (3 thru 7) 447,644,234 447,644,234

g Leased to Others

w Held for Future Use 610,695 610,895

11 Construction Work in Progress 18,758,596 18,758,596

12 Acquisition Adjustments

13 Total utility Plant (8 thru 12) 467,013,525 467,013,525

14 Acc um Prov for Depr, Amory, & Dept 274,618,330 274,618,330

15 Net Utility Plant (13 less 14) 192,395,195 192,395,195

to Detail of Acc um Prov for Dept, Amory & Dept

17 In Service'

18 Depreciation 271,469,120 271,459,120

19 Amory 84 Dept of Producing Nat Gas Land/Larmd Right

20 Amort of Underground Storage Land/Land Rights

21 Abort of Other Utiiiiy P\ant 3,149,210 3,149,210

22 Total In Service (18 thru 21 ) 274,618,330 274,618,330

23 Leased to Others

24 Depreciation

25 Amortization and Depletion

26 Total Leased to Others (24 8. 25)

27 Held for Future Use

28 Depreciation

29 Amortization

30 Total Held for Future Use (28 & 29)

31 Abandonment of Leases (Natural Gas)

32 Abort of Plant Acquisition Adj

33 Tota! Acc um Prov (equals 14) (22,26,30,31,32) 274,618.330 274,618,330

FERC FORM NO. 1 (ED. 12-89) Page 200
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Gas

(d)

Other (Specify)

(f)

Other (Specify)

(Q)lOther (Specify)

(e>

Common

(h)

Line
No.

1{

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

I 17

I 18

19

20

21

I 22

23

24

25

26

27

28

1 29

30

31

32

33

l
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ELECTRSC PLANT IN SERVICE (Account 101, 102, 103 and 106)

1. Report below the original cost of electric plant in service according to the prescribed accounts.
2, in addition to Account 101, Electric Plant in Service (Classified), this page and the next include Account 102, Electric Plant Purchased or Sold;

Account 103, Experimental Electric Plant Unclassified, and Account 106, Completed Construction Not Classified-Electric.
3. include in column (c) or (d), as appropriate, corrections of additions and retirements for the current or preceding year.
4. For revisions to the amount of initial asset retirement costs capitalized, included by primary plant account, increases in column (c) additions and

reductions in column (e) adjustments.
5. Enclose in parentheses credit adjustments of plant accounts to indicate the negative effect of such accounts,
6. Classify Account 106 according to prescribed accounts, on an estimated basis if necessary, and include the entries in column (c). Also to be included
in column (c) are entries for reversals of tentative distributions of prior year reported in column (b). Likewise, if the respondent has a significant amount
of plant retirements which have not been classified to primary accounts at the end of the year, include in column (d) a tentative distribution of such
retirements, on an estimated basis, withappropriate contra entry to the account for accumulated depreciation provision, Include also in column (d)

Line
No

Account

(a)

. B8l3NC€
Begmnlng of Year

(b)

Additions

(c)

1 1. lNTANG1BLE PLANT

2 301) Organization

3 302) Franchises and Consents 1 1,908

4 303) Miscellaneous Intangible Plant 10,722,426 191.777

5 TOTAL intangible Plant (Enter Total of lines 2 3, and 4) 10,734,334 191,777

6 2. PRODUCTION PLANT

7 A. Steam Production Plant

8 310) Land and Land Rights

g 311) Structuresand Improvements

10 312 Boiler Plant Equipment

11 313) Engines and Engine-Driven Generators

12 314) Turbogenerator Units

13 315) Accesso Electric Equipment

14 316) Misc, Power Plant Equipment

15 317) Asset Retirement Costs for Steam Production

16 TOTAL Steam Production Plant (Enter Total of lines 8 thru 15)

17 B. Nuclear Production Plant

18 320) Land and Land Rights

19 321) Structures and Improvements

20 322) Reactor Plant Equipment

21 323) Turbogenerator Units

22 324) Accessory Electric Equipment

23 325 Misc. Power Plant Equipment

24 326) Asset Retirement Costs for Nuclear Production

25 TOTAL Nuclear Prcdudion Plant (Enter Tata! of lines 18 thru 24)

26 C. Hydraulic Production Plant

27 330) Land and Land Rights

28 331) Structures and Improvements

29 332 Reservoirs,Dams, and Waterways

30 333) Water Wheels, Turbines, and Generators

31 334) Accessory Electric Equipment

32 335 Misc. Power PLant Equipment

33 336 Roads, Railroads, and Bridges

34 337 Asset Retirement Costs for Hydraulic Production

35 TOTAL Hydraulic Production Plant (Enter Total of lines 27 thru 34)

36 D. Other Production Plant

37 340) Land and Land Rights 109.803 -560,438

38 341) Structures and Improvements 1,969,407

39 342) Fuel Holders, Products, and Accessories 847,308

40 343) Prime Movers 13,399,188 20,084

41 344) Generators 6,304,469

42 345) Accessory Electric Equipment 2,513,408

43 346 Misc. Power Plant Equipment 1,329,275

44 347) Asset Retirement Costs for Other Production

45 TOTAL Other Prod. Plant (Enter Total of iirles 37 thru 44) 26,463,858 -540,354

46 TOTAL Prod. Plant (Enter Tata! of lines 16, 25, 35, and 45) 26,463.858 -540,354

FERC FORM no. 1 (REV. 12-05) Page 204
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ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 106) (Continued)

distributions of these tentative classifications in columns (c) and (d), including the reversals of the prior years tentative account distributions of these
amounts. Careful observance of the above instructions and the texts of Accounts 1o1 and 106 will avoid serious omissions of the reported amount of

respondent's plant actually in service at end of year, .
7, Show in column (f) reclassifications or transfers within utility plant accounts. include also in column If) the additions or reductions of primary account
classifications arising from distribution of amounts initially recorded in Account 1o2_ include in column (e) the amounts with respect to accumulated
provision for depreciation, acquisition adjustments, etc., and show in column (f) only the offset to the debits or credits distributed in column (f) to primary

account classifications, ,
8. For Account 399, state the nature and use of plant included in this account and if substantial in amount submit a supplementary statement showing
subaccount classification of such plant conforming to the requirement of these pages.
9, For each amount comprising the reported balance and changes in Account 102, state the property purchased or sold, name of vendor or purchase,
and date of transaction. If proposed journal entries have been filed with the Commission as required by the Uniform System of Accounts, give also date

Retirements

(d)

Adjustments

(e)

Transfers

(f)

Balance at
End Year

?Q)

Line
No.

1

2
11,908 3

3,239,714 7,674,489 4
3,251 ,622 7,674,489 5

e
7
8

g

10

11
12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36
665,071 205,436 37

1 ,969\407 38

847,308 39

13,419,272 40

6,304,469 41

2,513,408 42

1,329,275 43

44

665,071 26,588,575 45

685,071 26,588,575 46
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Line
No.

Account

(a) (c)

n . .
Beginning of Year

<b)

47 3. TRANSMISSION PLANT

48 350) Land and Land Rights 1,255,883 153,097

49 352) Structures and Improvements 427,830

50 353) Station Equipment 18,950,014

51 354) Towers and Fixtures 521,825

52 355) Poles and Factures 15.210,651 5,455,522

53 356) Overhead Conductors and Devices 19,508,729 -4,991,875

54 357) Underground Conduit

55 358) Underground Conductors and Devices 27,438

56 359) Roads and Trails 183,869

57 3591) Asset Retirement Costs for Transmission Plant

58 TOTAL Transmission Plant (Enter Total of lines 48 thru 57) 56,086,230 616,744

59 4. DISTRIBUTION PLANT

60 360) Land andLand Rights 1 ,334,360 20,341

61 361) Structures and Improvements 5,448,986 241,819

so 362) Station Equipment 34,958,455 4,853,842

83 363) Storage Battery Equipment

64 364) Poles, Towers, and Fixtures 81,496,074 3,351,601

65 365) Overhead Conductors and Devices 56,680,399 2.445.325

66 366) Underground Conduit 15,154,521 1,108,193
67 367) Underground Conductors and Devices 34,697, 120 3,092,807

68 358) Line Transformers 58,068,149 4,042,275

69 369) Services 11,250,903 2,150.331

70 370)Meters 9,858,959 392,222

71 371) Installations on Customer Premises

72 372) Leased Property on Customer Premises

73 373) Street Lighting and Signal Systems 3,894,325 2t2,410

74 374) Asset Retirement Costs for Distribution Plant

75 TOTAL Distribution Plant (Enter Total of lines 60 thru 74) 312,842,251 21,921,165

76 REGIGNAL TRANSMlSS\ON AND MARKETOPERATiON ?°U\NT5.

77 380) Land and Land Rights

78 381) Structures and Improvements

79 382) Computer Hardware

80 383) Computer Software

81 384) Communication Equipment

82 885) Miscellaneous Regional Transmission and Market Operation Plant

83 386) Asset Retirement Costs for Regional Transmission and Market Over

84 TOTAL Transmission and Market Operation Plant (Total lines 77 thru 83)

85 6. GENERALPLANT

86 389) Land and Land Rights 57,580

87 390) Structures and Improvements 2,470,854 132,614

88 391) Office Furniture and Equipment 4,183,241 149,794

89 392 Transportation Equipment 12,417,793 1 ,438,494

90 393) StoresEquipment 125.240

91 394) Tools, Shop and Garage Equipment 2,733,551 68,098

92 395) Laboratory Equipment 1,389,367 42,656

93 396) Power Operated Equipment 1 ,637263 263,393

94 397) Communication Equipment 3,121,463 -866,294

95 398) Miscellaneous Equipment 149438 560

95 SUBTOTAL (Enter Total of lines 86 thru 95) 22,9390008 1,229,315

97 399) Other Tangible Property

98 3991) Asset Retirement Costs for Genera! Plant

99 TOTAL General Plant (Enter Total of lines 96, 97 and 98) 22,939,008 1,229,315

100 TOTAL (Accounts 101 and 106) 429,065,681 23,418,648

101 102) Electric Plant Purchased (See Instr. 8)

102 Less) (102) Electric Plant Sold (See Instr. 8)

103 (103) Experimental Plant Unclassified

104 TOTAL Electric Plant in Service (Enter Total of lines 100 thru 103) 429,065,681 23,418,648

ELECTRIC PLANT IN SERVICE (Account 101, 102. 103 and 106)(Continued)
I h  4 l :..lnl\.
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Retirements

<d)

Adjustments

(6)

Transfers

(f) I Balance at
End Year

89)

Line
No.

47"
22,107 1,431,087 48

427,830 49
-6,310 -43,761 18,912,563 50

521,825 51

20,666, 173 52

14,516,854 53

54

27,438 55 g

183,860 56

57

_6,310 -21 ,654 56,687,630 58

59

1,354,701 60

5,690,805 61

377,826 43,751 39,478,232 62-

63

-153.776 85,011 ,451 64

147,934 58,977,790 65

-2,419 16,265,133 66

_9,549 37,799,476 67

110.311 a2_000,113 68
69328 13,400,906

1,115,420 9,135,761 70
71

72

-481 4,107,216 73

74

1,585,594 43,761 333,221 ,584 75

76

77

78

7g

80

81

82

83

84

85

-11,813 45,767 86

-7,960 2,611,428 87

1,029,188 ='3 ,::E; 5 : ..j;='1.. 4=2879698 2,245,063 88

125,234 23698 9,443,355 89

6,380 148.860 90

135,055 2,666,594 91

1,106 1,430,917 92

21,195 1,879,461 93

79,563 2,175,606 94

25,471 124,227 95

1,415,232 -11,813 22,741,278 QS

97

98

1,415.232 _11,813 22.741278 99

6,246,138 675,365 446,913,556 100

101

102

103

6,246,138 675,365 446,913,556 1 OF
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Column: fLine No," 89Schedule Page: 204

FERC FORM no. 1 ED. 12-87 Page 450.1

In:hedule Page:3 5 Z - -,._..,. L i n e N o . :  8 8 Q Q L Q L I Q Q: f _ _ _.._

P l a n t  A s s e t  r e t i r e m e n t  c o s t s  o f  $ 4 , 2 8 7 , 6 9 8  w e r e  e r r o n e o u s l y  e n t e r e d  o n  t h e  w r o n g  l i n e s  o f

t h e  2 0 0 7  F E R C  F o r m  l  ( p a g e  2 0 7 )  .  A s  a  r e s u l t ,  t h e  b a l a n c e  a t  e n d  o f  y e a r  f o r  F E R C  P l a n t

A c c o u n t  3 9 1  w a s  u n d e r s t a t e d  a n d  t h e  b a l a n c e  a t  e n d  o f  y e a r  f o r  P l a n t  F E R C  A c c o u n t  3 9 2  w a s

o v e r s t a t e d  b y  t h i s  a m o u n t .  T o  c o r r e c t  t h e  e r r o r  i n  t h e  r e p o r t e d  b a l a n c e s  f r o m  2 0 0 7 ,  t h e

$ 4 , 2 8 7 , 6 9 8  i s  s h o w n  a s  a  " t r a n s f e r "  b e t w e e n  t h e s e  t w o  P l a n t  F E R C  a c c o u n t s  o n  t h e  2 0 0 8  F E R C

F o r m  1  ( p a g e  2 0 7 C o l u m n  f ) .

1
_I

P l a n t  A s s e t  r e t i r e m e n t  c o s t s  o f  $ 4 , 2 8 7 , 6 9 8  w e r e  e r r o n e o u s l y  e n t e r e d  o n  t h e  w r o n g  l i n e s  o f

t h e  2 0 0 7  F E R C  F o r m  1  ( p a g e  2 0 7 )  .  A s  a  r e s u l t ,  t h e  b a l a n c e  a t  e n d  o f  y e a r  f o r  F E R C  P l a n t

A c c o u n t  3 9 1  w a s  u n d e r s t a t e d  a n d t h e  b a l a n c e a t  e n d  o f  y e a r  f o r  p l a n t  F E R C  A c c o u n t  3 9 2  w a s

o v e r s t a t e d  b y  t h i s  a m o u n t .  T o  c o r r e c t  t h e e r r o r i n  t h e  r e p o r t e d  b a l a n c e s  f r o m  2 0 0 7 ,  t h e

$ 4 , 2 8 7 , 6 9 8  i s  s h o w n  a s  a  " t r a n s f e r "  b e t w e e n  t h e s e  t w o  P l a n t  F E R C  a c c o u n t s  o n  t h e  2 0 0 8  F E R C

F o r m  1  ( p a g e  2 0 7  -  C o l u m n  t ) .



Name of Respondent

UNS Electric, Inc,

This Report Is: .
(1) x An OrigInal
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Pefiod of Report
End of 2008lQ4

ELECTRIC PLANT HELD FOR FUTURE USE (Account 105)

2

1. Report separately each property held for future use at end of the year having an original most of $250,000 or more, Group other items of property held

for future use.
For property having an original cost of $250,000 or more previously used in utility operations, now held for future use, give in column (a), in addition to

other required information, the date that utility use of such property was discontinued, and the date the original cost was transferred to Account 105.

Line
No.

IDescription an location
of Pf0 efly

(a

-uII o  e  us
in Utility Service

(c)

Date Originally Included Date xpecte
in T ( Account

_»
End of Year

glance at

(4).

1 Land and Rights:

2 Cheyenne Substation 10/0612006 Unknown 60,746

3 Class Code: Vacant & Land

4 Parcel Size: 5.87 Acres

5 Township, Range, and Section: 21N_ 16W, 28

6

7

8 Future 230kv Transmission Line from 09/01/200B Unknown 549.949

g Franconia Substatiors to North Havasu Substation

10 Class Code: Land Easement

11 Township. Range, and Section: Various

12

13

14

15

16

17

18

19

20

21 Other Property:

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47 Total
610,695

FERC FORM no. 1 (ED. 12-96) Page 214



Name of Respondent

UNS Electric, Inc.
(1) QBThis Re ort Is;

An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of zoo8/Q4

CONSTRUCTION WORK IN PROGRESS - _ ELECTRIC (Account 107)

1. Report below descriptions and balances at end of year of protects in process of construction (107)
2. Show items relating to "research, development, and demonstration" projects last, under a caption Research, Development. and Demonstrating (see

Account 107 of the Uniform System of Accounts)
3, Minor projects (5% of the Balance End of the Year for Account 107 or $100.000, whichever is less) may be grouped,

Line
No.

Description of Project

(a>

Construction work in progress -
Electric (Account 107)

(b)

1 3920648 Vailto Valencia 138KvLn-L&E 2,739,188

2 3690628 Clwvtr 69/13.2Kv TO ad 33MVA 2,190,336

3 333062A Line Extensions > $50k. LH 1,381,980

4 3680818 Eastern Transl T1 Repo King 1,174,288

5 3430618 N. Stockton Hill 69kv Trans Ln King 907,653

6 311761S Mercator 69kvLine (King) 784,797

7 373061 s White Hills Sub King 715,104

8 312061A Cor:struct%on Eq - New (King) 625,734

g 3710628 Kiowa TO real.. 25MVA~47MVA LH 600,046

10 3940625 N Havasu Sub TO Addition LH 580,064

11 3630618 Gold Val Fdr 8002 Recon King 562,329

12 331062B Distr. System Real LH 531 ,823

13 333061A Line Extentions > $50K King 494,516

14 330062A Line Extensions < $50K LH 447,284

15 311261S Jagerson Tie 4th CRCT FDR 5031 431 ,206

16 330061A Line Extensions < $50K King 424,650

17 331061 B Distr. System Real King 360,079

18 3317648 Preventative Mai ft OH Dist. (Nog) 291 ,942

19 394064A Valencia Sub Brk Replace FV 283,721

20 3316648 priority A up Dist (N0Q) 281,651

21 3320618 SCADA Sys Kinsman & Havasu 285,408

22 312062A Construction Eq - New (LH) 255,404

23 3830848 115kv Trans Line Real (Nag) 252,757

24 3630625 Clearwater Fdr Add LH 206,176

25 332064A Distribution Firs & Ties Nag 203,646

26 3202648 Redid New Bus Lm Ext (Nag) 155,743

27 312062S Operations Center LH 146,111

28 397062S Circuit 6008 Reconductor (LH) 127,348

29 3118618 UNSE Integer Balancing Auth (Kg) 121,296

30 3310G1A Distr. System Bettr. King 111,888

31 3315648 Priority A OH Dist (Nag) 107,462

32 3530628 Replace Kiowa Bus Tie Switch 100,825

33

34

35 Minor Projects less than $180,000 4

36

37

38

39

40

41

42

43 TOTAL 18,758,596

FERC FORM no. 1 (ED. 12-87) Page 216



Name of Respondent

UNS Electric, Inc.

This Report is:
(1)8 An Original
2) .... A Resubmission

Date of Report
(Mo, Do Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

ERC FORM no. 1 (ED. 12-87) Page 450. 1

schedule Page: 216 Line No.: 35 Column: b --.-. . ..,. -
T h e r e  w e r e  n o  p r o j e c t s  r e l a t e d  t o  r e s e a r c h ,  d e v e l o p m e n t ,  a n d  d e m o n s t r a t i n g  i n  2 0 0 8 .
R e s e a r c h ,  d e v e l o p m e n t ,  a n d  d e m o n s t r a t i n g  w o r k  i s  c l a s s i f i e d  s e p a r a t e l y  a s  p r e l i m i n a r y
eng inee r ing .
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Name of Respondent

UNS Electric, Inc. 8An Original
A Resubmission

This Re ort is:
(1)
(2)

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report

ACCUMULATED PROV!SlON FOR DEPRECiATiON OF ELECTRIC UTILITY PLANT (Account 108)

1. Explain in a footnote any important adjustments during year.
2. Explain in a footnote any difference between the amount for book cost of plant retired, Line 11, column (c), and that reported for

electric plant in service, pages 204-207, column ad), excluding retirements of non~depreciable property.
3. The provisions of Account 108 in the Uniform System of accounts require that retirements of depreciable plant be recorded when
such plant is removed from service. if the respondent has a significant amount of plant retired at year end which has not been recorded
and/or classified to the various reserve functional classifications, make preliminary closing entries to tentatively functionalize the book

cost of the plant retired. in addition, include all costs included in retirement work in progress at year end in the appropriate functional

classifications.
4. Show separately interest credits under a sinking fund or similar method of depreciation accounting.

Section A, Balancesand Changes During Year
Lune

No.

\(€l'T\

(a)
(¢ +(§ é >

t:1e<§r1c Hlant in
enlace
(c)

lznectrac Plant new
for FL re Use

t:1 Ci Vu
Lea3@J'&> O§9érs

(e)

1 Balance Beginning of Year 262,571,712 262,571,712

2 Depreciation Provisions for Year, Charger to

3 (403) Depreciation Expense 17.444,031 17,444,031

4 (4034) Depreciation Expense for Asset

Retirement Costs

5 (413) Exp. of Elem. Pit. Leas. to Others

6 Transportation Expenses-Clearing 1,367,716 1,367,718

7 Other Clearing Accounts -167,516

8 Other Accounts (Specify, details in footnote): -4,23t ,731 ~4

g Reserve Re-Allocations -2,667,728

10 TOTAL Depress. Prov for Year(Enter Total of

lines 3 thru 9)

11,744,772 11,744,772

11 Net Charges for Plant Retired:

12 Book Cost of Plant Retired 2,994,517 2,994,517

13 Cost of Removal 29,130 29, 130

14 Salvage (Credit) 176,283 176,283

15 TOTAL Net Chrgs. for Plant Ret. (Enter Total

of lines 12 thru 14)

2,847,364 2,847,364

16 OtherDebit or Cr. Items (Describe,details in

footnote):

17

18 Book Costor Asset Retirement Costs Retired

19 Balance End of Year (Enter Totals of lines 1,

10, 15, 16, and 18)

271 ,4e9_ 120

Section B. Balances at End of Year According to Functional Classification

20 Steam Production

21 Nuclear Production

22 Hydraulic Production-Conventional

23 Hydraulic Production»Pumped Storage

24 Other Production 11,621,441 11,621,441

25 Transmission 33,369,111 33,369,111

26 Distribution 213,339,814 213,339,814

27 Regional Transmission and Market Operation

28 General 13,1387754 13,138,754

29 TOTAL (Enter Total of lines 20 thru 28) 271,469,120 271 ,469, 120

FERC FORM NO.1 (REV. 12-05) Page 219
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Name of Respondent

UNS Electric, inc.

This Report is:
(1) X An Original
(2) _ A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Column: cLine No.: 8Schedule Page: 219

Line No.: 9 Column: cSchedule Page: 219

FERC FORM no. 1 (ED. 12-87) Page 450.1

\

schedule Page: 219 Line No., 7 Column: c
The credit of ($167,516) represents 2008 CC&B, Call Center and "Common Systems"
depreciation allocations made to UNS Electric, Inc.

The ($4,231,73l) represents the 2008 amortization (credited to FERC Acct. No. 406) of the
electric plant acquisition discount credited to accumulated depreciation in connection
with the 2003 acquisition of the electric plant assets of Citizens Communications.

The credit of
FERC Acct. No.
Order.

($2,667,728) represents the June 2008 Reserve re-allocation made between
0403 and FERC Acct. No. 0404 as it related Te the 2008 UNS Electric Rate

1889£9I€P3 e:21_Q Line No.: 19 Column: c W
Per "Plant in Service and Accumulated Provision for Depreciation by

(27l,469,120.00) Function" (Schedule Page: 219, Line No: 19, Column: C)
(1,732,985.00) FERC 0111 Accumulated Provision for Amortization of Electric Plant

(492,446.00) FERC 1111 Accumulated Provision for Amortization of Capital Leases
FERC 1112 Accumulated Provision for Amortization of Electric Plant

(898,662.00} - Citizen's Historical .
FERC 1113 Accumulated Provision for Amortization of Capital Leases

(25,117.00) - Citizen's Historical
(274,618,330.00) Per "Comparative Balance Sheet" 110, 5,

Column: C)
(Schedule Page: Line No:

¢

I ll IlluIl H l 1l1I__



Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)

04m8/2009

Year/period of Report

End Qf 2008/Q4

MATERIALS AND SUPPLIES

1. For Account 154, report the amount of plant materials and operating supplies under the primary functional classifications as indicated in column (a);

estimates of amounts by function are acceptable. in column (d), designate the department or departments which use the class of material.

2. Give an explanation of important inventory adjustments during the year (in a footnote) showing general classes of material and supplies arid the

various accounts (operating expenses, clearing accounts, plant, etc.) affected debited or credited. Show separately debit or credits to stores expense

clearing, if appltcabie.

Line
No.

Account

(a)

Balance
Beginning of Year

(b)

Balance
End cf Year

(0)

Department of
Departments which

Use \l8terial

1 Fuel Stock (Account 151) 22,302 20,661 Electric

2 Fuel Stock Expenses Undistributed (Account 152)

3 Residuals and Extracted Products (Account 153)

4 Plant Materials and Operating Supplies (Account 154)

5 Asslgrned to - Construction (Estimated) 7,234,996 8,089,538 Electric

6 Assigned to - Operations and Maintenance

7 Production Plant (Estimated) 1 .o44 Electric

8 Transmission Plant (Estimated) 2,084 Electric

g Distribution Plant (Estimated) 60,623 106,038 Electric

10 Regional Transmission and Market Operation Plant

(Estimated)

11 Assigned to .. Other (provide details in footnote)

12 TOTAL Account154 (Enter Total of lines 5 thru 11) 7,297,703 8,196,620 Elecnfic

13 Merchandise (Account 155)

14 Other Materials and Supplies (Account 156)

15 Nuclear Materials Held for Sale (Account 157) (Not

applica to Gas Utica)

16 Stores Expense Urldistributed (Account 163) 357,967 766,750 Electric

17

18

19

20 TOTAL Materials and Supplies (Per Balance Sheet) 7,677,972 8,984,031 Electric

FERC FQRM no. 1 (REV. 1z-05) Page 227

l u l lIIIl1mwlI



Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo,Do, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

Transmission Service and Generation Interconnection Study Costs

1. Report the particulars (details) catted for concerning the costs incurred and the reimbursements received for performing transmission service and

generator interconnection studies.
2. List each study separately.
3. In column (a) provide the name of the study.
4, in column (b) report the cost incurred to perform the study at the end of period,

5. In column (c) report the account charged with the cost of the study.
6. In column (d) report the amounts received for reimbursement of the study costs at end of period
7. In column (e) report the account credited with the reimbursement received for performing the study.

Line
No. Description

(a)

Costs Incurred During
Pgtigd

(b)
\ . . . . .

.
. .

. .

AccountCharged

(C)

Reimbursements
Received During

the Period
(d)

Account Credited
With Reimbursement

(e)

1 Transmission Studies

2

3

4

5

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21 Generation Studies

22 Edison Mission W Golden Valley 4.186 566 andVar O&M

23

24 Edison Mission Industrial Sub 2,004 566and Vat O&M

25

26 Edison Mission Boriana Junction 4_0ss 566 and Var O&M

27

28

29

30

31

32

33

34

35

36

37

38

39

40

FERC FORM NO. 111 _F/3-Q (NEW. 03-07) Page 231
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

OTHER REGULATORY ASSETS (Account 1823)

1. Report below the particulars (details) called for concerning other regulatory assets. including rate order docket number, if applicable.
2. Minor items (5% of the Balance in Account 182.3 at end of period, or amounts less than $50,000 which ever is less), may be grouped
by classes.
3. For Regulatory Assets being amortized, show period of amortization.

Line
No.

Description and Purpose of
Other Regulatory Assets

(H)

Balance at

Beginning of

Current

Quarterneaf

(b ) (c)

Debits C R E D ITS Balance at end of

Current Quarter/Year

(f)

Witten oil During

the QuarlerNear

Account Charged

(d )

Witten ort Uunng

the Period

Amount

(e )

1 653,448lvésén; 2,044,662 228.3 229,681 2,478,429
2 ACC Decision #59951

3 Issued January 1997

4

5 Unrealized Loss on Derivatives 1,005,826 27,195,083 175/245 4,415,902 23,785,007

6 ACC Decision #69202

7 Issued December200S

8

g Rate Case Expenses 600,080 407.3 358,333 241,667
10 ACC Decision #70360

11 Issued May27, 2808

12

13 UBOC Credit Agreement 1,895 428.0 1.895

14 ACC Decision #66174

15 issued August 2006

1 6

t7 Purchase of Landfill Gas 132.601 11,680 254.0 144,281

18 PerAAC R14-2-1618

19

20 Q SArc39"""Ei§?€8visi;sta23@i8i3§i€¥€8ti'fZ§menf?§§rii§fi£§9?" 110,100 13,191 9s,909

21 December2008

22

23 DSM Adjuster 41 ,994 41,994

24 ACC Decision #70360

25 issued May 27, 2008

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44 TOTAL 1.803,770 30,003,519 5,205,277 26,602,012

FERC FORM NO. 1l3.Q (REV. 02-04) Page 232
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1)28 An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/period of Report

2008lQ4
FOOTNOTE DATA

Page 450. 1FERC FORM no. 1 (ED. 12-87)

Echedule Ijgge: 232 Line No.: 1 Column:a
As a result of the adoption of FAS 158, Employer's Accounting for Deferred Benefit Pension
and other Post Retirement Plans, a liability for the under funded pension liability at
December 31, 2006 was recorded. Because the ACC bas historically permitted the recovery of
pension costs in rates under the accrual method, a corresponding regulatory asset was also
recorded. Current service rates were authorized in ACC Decision No. 59951 issued in
January 1997.

Schedule Page: 232 Lire No.: 20
Accrued post retirement benefits deferred pursuant to guidelines issued by ACC in December
2008.

Column: a

Illllll



Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/t8/2009

Year/Period of Report
End cf 2008/Q4

MISCELLANEOUS DEFFERED DEBITS (Account 185)

1. Report below the particulars (details) called for concerning miscellaneous deferred debits.
2. For any deferred debit being amortized, show period of amortization in column (a)
3. Minor item (1% of the Balance at End of Year for Account 186 or amounts less than $50,000, whichever is less) may be grouped by

classes.

Line
No.

Description of Miscellaneous
Deferred Debits

(a)

Balance Ar
Beginning of Year

(b) (C)

Debits CREDITS Balance at
End of Year

(f)

Account
Chored

(d
Amount

(8)
1 Blanket Purchase Orders 11 921 11
2

3

4 Customer information Clearing 4,395 8,403,572 VAR 8,404,899 3,068

5

6

7 Other 7,264 VAR 7,264

8

9

10

11
12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47 Misc. Work in Progress

48
Deferred Regulatory mm.
Expenses (See pages 350 - 351)

600,000 VAR 600,000

49 TOTAL 604,406 3,068

FERC FORM no. 1 (ED. 12-94) Page 233
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Name of Respondent

UNS Electric, inc,

This Report ts:..
(1) x An Orlgmal
(2) A Resubmission

Date of Report
(Mo, Do. Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

ACCUMULATED DEFERRED INCOME TAXES (Account 190)

1.
2.

Report the information called for below concerning the respondent's accounting for deferred income taxes.
At Other (Specify), include deferrals relating to other income and deductions.

Line
No.

Description and Location

(21)

Balance of Begirding
of Year

(b)

Balance at End
of Year

(c)

1 Electric

2 Alternative Minimum Tax Credit 374,399 859,863

3 Tax Operating Loss Carryforwards 143,373

4

5 Deferred income Tax Assets (See Note 1)

6

7 Other

8 TOTAL Electric (Enter Total of lines 2 thru 7) 10,532,742 8,929,175

9 Gas

10

11

12

13

14

15 Other

16 TOTAL Gas (Enter Total of lines 10 thru 15

17 Other (Specify)

18 TOTAL (Acct 190) (Total of lines 8, 16 and 17) 10,532,742 8,929,175

Notes

FERC FORM NO. 1 (ED. 12-B8) Page 234
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Name of Respondent

UNS Electric, ire,

This Report is:
(1) X_ An Original
(2) _._ A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report

2008/Q4
FOOTNOTE DATA

Page 450.1FERC FORM no. 1 (ED. 12-87)

Schedule _Eagg-:._234 Line No.: 5 Qolumn: b

Contributions in Aid of Construction
Customer Advances
Purchased Power Fuel Adjustment Clause
Deferred Compensation
Bad Debt
Other

1,287,350
4,515,853
3,643,810
365,244
335,813
10,273

10,158,343

!§6f33&u1e E§93;234 Line No . 5 Column: c

2,001,865
5,005,279

Contributions in Aid of Construction
Customer Advances
Purchased Power Fuel Adjustment Clause
Deferred Compensation
Bad Debt
Other

491, 411
371, 180
56, 204

7, 925, 939

I



Name of Respondent

UNS Electric. inc.

This Report is:.
(1) x An Original .
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

ACCUMULATED DEFERRED INCOME TAXES (Account 190)

1.
2.

Report the information called for below concerning the respondent's accounting for deferred income taxes.
At Other (Specify), include deferrals relating to other income and deductions.

Line
No.

Description and Location

fa)

nn »It f ..a a"338@@?9'"'"Q

(b)

Balance at End
of Year

(c)
1 Electric

2 Alternative Minimum Tax Credit
f 4;»»=~; ».1=~¢ 1...¢:..~.,» '*u»~ no . =, »,4~=.¢»,»~ ,» ~.=~».

374,399

3 Tax Operating Loss Carryforwards 143,373

4

5 Deferred Income Tax Assets (See Note 1) 7iii: =;;;:=8z8=s;=s¢:a.8 a:_;=su:=;=; .a

6

7 Other

8 TOTAL Electric(Enter Total of lines 2 thru 7) 10,532,742 8,929,175

g Gas

10

11

12

13

14

15 Other

16 TOTAL Gas (Enter Total of iirxes 10 thru 15

17 Other (Specify)

18 TOTAL (Acct 190) (Total of lines 8, 16 and 17) 10,532,742 8,929,175

Notes

FERC FORM no. 1 (ED. 12-8al Page 234
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1)8 An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/period of Report

2008/Q4

FOOTNOTE DATA

Page 450,1FERC FORM no. 1 ED. 12-87

Schedule Page g_34 Line No:,§ Column: b

Contributions in Aid of Construction
Customer Advances
Purchased power Fuel Adjustment Clause
Deferred Compensation
Bad Debt
Other

1,287,350
4,515,853
3,643,810
365,244
335,813
10,273

10,158,343

Schedule Page: 234 Line No.: 5 Column: c

Contributions in Aid of Construction
Customer Advances
Purchased Power Fuel Adjustment Clause
Deferred Compensation
Bad Debt
Other

2, 001, 865
5, 005, 279

491, 411
371, 180
56, 204

7, 925, 939

L
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Name of Respondent

UNS Electric, inc.

This Resort Is;
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/period of Report
End of 2008lQ4

CAPITAL STOCKS (Account 201 and 204)

1. Report below the particulars (details) called for concerning common and preferred stock at end of year, distinguishing separate
series of any general class. Show separate totals for common and preferred stock. if information to meet the stock exchange reporting
requirement outlined in column (a) is available from the SEC 10-K Report Form Ming, a specific reference to report form (i.e., year and
company title) may be reported in column (a) provided the fiscal years for both the 10~K report and this report are compatible.
2. Entries in column (b) should represent the number of shares authorized by the articles of incorporation as amended to end of year.

Line
No.

Class and Series of Stock and
Name of Stock Series

(8)

Number of shares
Authorized by Charter

(b)

Par or Stated
Value per share

(C)

Call Price at
End of Year

<d>

1 Common Stock

2 Account 201 1,000

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

se

37

38

39

40

41

42

FERC FORM no, 1 (ED. 12-91) Page 250



Name of Respondent

UNS Electric, Inc.

This Report Ism..
(1) x An Orfgmal
(2) A Resubmission

Date Rf Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

CAPITAL STOCKS (Account 201 and 204) (Continued)

3. Give particulars (details) concerning shares of any crass and series of stock authorized to be issued by a regulatory commission

which have not yet been issued.
4. The identification of each doss of preferred stock should show the dividend rate and whether the dividends are cumulative or

non~cumuiative.
5. State in a footnote if any capital stock which has been nominally issued is nominally outstanding at end of year.
Give particulars (details) in column (a) of any nominally issued capital stock, reacquired stock, or stock in sinking and other funds which
is pledged, stating name of pledge and purposes of pledge.

OUTSTANDING PER BALANCE SHEET
(Total amount outstanding without reduction

for amounts held by respondent)

HELD BY RESPONDENT Line
No.AS REACQUIRED STOCK (Account 217) IN SINKING AND OTHER FUNDS

Shares
(6)

Amount
(f)

hares
(Q)

Cost
(h)

ha.res
(I)

Amount
(1)

1

1 ,000 10 2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

FERC FORM no. 1 (ED. 12-88) Page 251
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do. Yr)
04/18/2009

Year/period of Report
End gf 2008/Q4

OTHER PAID-KN CAPITAL (Accounts 208-211, %no.)

Report below the balance at the end of the year and the information specified below for the respective other paid»ir» capital accounts. Provide a
subheading for each account and show a total for the account, as well as total of all accounts for reconciliation with balance sheet, Page 112. Add more
columns for any account if deemed necessary. Explain changes made in any account during the year and give the accounting entries effecting such

change.
(a) Donations Received from Stockholders (Account 208)-State amount and give brief explanation of the origin and purpose of each donation.
(b) Reduction in Par or Stated value of Capital Stock (Account 209): State amount and give brief explanation of the capital change which gave rise to
amounts reported under this caption including identification with the class and series of stock to which related,
(c) Gain on Resale or Cancellation of Reacquired Capital Stock (Account 210): Reportbalance at beginning of year, credits, debits, and balance at end
of year with a designation of the nature of each credit and debit identified by the class and series of stock to which related.
(d) Miscellaneous Paid-in Capital (Account 211)-Classify amounts included in this account according to captions which, together with brief explanations,

disclose the general nature of the transactions which gave rise to the reported amounts,

L43 I am
3)

Anunt

1 Account 208 .. Donations Received from stockholders

2 Paid-in Capital from UniSource Energy Servkzes, Inc, 58,906,477

3

4 Account 209 .. Reduction in Par of Stated Value of Capital Stock

5

6 Account 210 - Gain on Resale or Cancellation of Reacquired Capital Stk
7

8 Account 211 - Miscellaneous Paid-in Capital

g - Adjust Acquisition Adjustment for Direct Costs -19,816

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

25

27

28

29

30

31

32

33

34

35

36

37

38

39

40 TOTAL 58,886,661

FERC FORM no. 1 (ED. 12-87) Page 253
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

LONG-TERM DEBT (Account 221, 222, 223 and 224)

1 . Report by balance sheet account the particulars (details) concerning long-term debt included in Accounts 221, Bonds, 222,
Reacquired Bonds, 223, Advances from Associated Companies, and 224, Other long-Term Debt.
2. in column (a), for new issues, give Commission authorization numbers and dates.
3. For bonds assumed by the respondent, include in column (a) the name of the issuing company as well as a description of the bonds.
4. For advances from Associated Companies, report separately advances on notes and advances on open accounts. Designate
demand notes as such. include in column (a) names of associated companies from which advances were received.
5. For receivers certificates, show in column (a) the name of the court -and date of court order under which such certificates were

issued.
6. in column (b) show the principal amount of bonds or other long~term debt originally issued.
7. in column (c) show the expense, premium or discount with respect to the amount of bonds or other long-term debt originally issued.
8. For column (c) the total expenses should be listed first for each issuance, then the amount of premium (in parentheses) or discount,
indicate the premium or discount with a notation, such as (P) or (D). The expenses, premium or discount should not be netted.
9. Furnish in a footnote particulars (details) regarding the treatment of unamortized debt expense, premium or discount associated with
issues redeemed during the year. Also, give in a footnote the date of the Commission's authorization of treatment other than as

specified by the Uniform System of Accounts.

Line
No.

Class and Series of Obligation, Coupon Rate
(For new issue, give commission Authorization numbers and dates)

(at

Principal Amount
Of Debt issued

(b)

Total expense,
Premium or Discount

(c)

1 7.61% UNS Efeciric Note 60,000,000 792,795

2

3 UNS Electric Revolving Credit Facility 45,000,000 89,233

4

5 6.5% 2015 Senior Unsecured Notes 50,000,000 341,137

6 7.1% 2023 Guaranteed Notes Series B 50,000,000 341,137

7

8

9

10

11
12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33 TOTAL 205,000 000 1,564,302

FERC FORM NO. 1 (ED. 12~96) Page 256
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Name of Respondent

UNS Electric, inc. 8An Original
A Resubmission

This Re art Is:
(1)

(2)

Date of Report
(Mo, Do. Yr)
04/18/2009

Year/Period of Report

LONG»TERM DEBT (Account 221, 222, 223 and 224) (Continued)

10. Identify separate indisposed amounts applicable to issues which were redeemed in prior years.
11. Explain any debits and credits other than debited to Account 428, Amortization and Expense, or credited to Account 429, Premium
on Debt - Credit.
12. tn a footnote, give explanatory (details) for Accounts 223 and 224 of net changes during the year. With respect to long-term
advances, show for each company: (a) principal advanced during year, (b) interest added to principal amount, and (c) principle repaid
during year Give Commission authorization numbers and dates.
13, If the respondent has pledged any of its tong~term debt securities give particulars (details) in a footnote including name of pledge
and purpose of the pledge.
14. If the respondent has any long-term debt securities which have been nominally issued and are nominally outstanding at end of
year, describe such secun'ties in a footnote.
15. If interest expense was incurred during the year on any obligations retired or reacquired before end of year, include such interest
expense in column (i). Explain in a footnote any difference between the total of column (i) and the total of Account 427, interest on
Long-Term Debt and Account 430, interest on Debt to Associated Companies.
18. Give particulars (details) concerning any long~term debt authorized by a regulatory commission but not yet issued.

Nominal Date
of issue

(d)

Date of
Maturity

(e)

AMORTIZATION PERIOD Outstanding. .
(Total amount outstay mg without

redudlon f(>r amounts held by
respngdent)

Interest for Year
Amount

o)

Line
No.

Date From

(U

Date To

(Q)
G8/11/2003 08/11/2008 08/11/2003 08/11/2008 2,803,017 1

2

08/11/2006 08/11/2011 08/11/2006 08/11/2011 8,000,000 837,258 3

4

08/07/2008 08/07/2G15 08/9712008 08/07/2015 50,000,000 1 ,309,028 5

08/07/2008 08/07/2023 08/07/2008 08/07/2023 50,000,000 1,429,861 6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

108,000,090 8,379,164 33

FERC FORM NO. 1 (ED. 12-96) Page 257



Name of Respondent

UNS Electric, Inc.

This Reoczrt it..
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End gf 2008/Q4

AREconclLIATlon OF REPORTED NET INCOME wiTH TAXABLE INCOME FOR FEDERAL INCOME T E

1. Report the reconciliation of reported net income for the year with taxable income used in computing Federal income tax accruals and show
computation of such tax accruals, Include in the reconciliation, as far as practicable, the same detail as furnished on Schedule M-1 of the tax return for
the year, Submit a reconciliation even though there is no taxable income for the year. Indicate clearly the nature of each reconciling amount.
2. If the utility is a member of a group which files a consolidated Federal tax return, reconcile reported net income with taxable het income as if a
separate return were to be field, indicating, however, intercompany amounts to be eliminated in such a consolidated return. State names of group
member, tax assigned to each group member, and basis of allocation, assignment, or sharing of the consolidated tax among the group members .
3. A substitute page, designed to meet a particular need of a company, may be used as Long as the data is consistent and meets the requirements of

the above instructions. For electronic reporting purposes complete Line 27 and provide the substitute Page in the context of a footnote.

Line
No.

Particulars (Details)
(a)

Amount
(b)

1 Net income for the year (Page 117)

2 »econcilina Items for the Year:

3

4 Taxable income Not Reported on Books

5 Customer Advances 1235,924

5 CIAC 1,981,339

7

8

9 Deductions Recorded on Books Not Deducted for Return

10 Federal and State Income Tax Expense

11 Other €;43éLQ5€i§39?¥§;i

12

13

14 Income Recorded on Books Not Included in Return

15 Accrued Interest 3,283

16 AFUDC Equity 322,167

17

18

19 Deductions on Return Not Charged Against Book Income

20 Slate Income Taxes

21 PPFAC 9,286,554

22 Tax Depreciation in Excess of Book Depreciation 3,043,832

23 Repairs Capitalized 5,226,714

24 Deductible Service Costs 365,851

25 Other 37;

26

27 Federal Tax Net Income 45,981,213

28 Show Computation of Tax:

29 Fedora! Income Tax at 35% ~2, / -143,425

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

FERC FORM no.1 (ED. 12~96) Page 261
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Name of Respondent

UNS Eiedric, Inc.

This Report is;
(1)1 An Original!
(2) ___ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/periodof Report

2008/Q4

FOOTNOTE DATA

Line No.: 31 Column: aSchedule Page: 261

Page 450.1FERC FORM NO. 1 (ED. 12-87)

,Schedule Page: 261
!-'".
r Line No.: 11 Column: b

Bad Debt Expense for Books in Excess of Tax
Contributions Carryover
Deferred Expenses EPS
Dividends Equivalents
FAS 112
Incentive Comp » PEP
Rate Case Expenses
Restricted Stock
SERP
Stock Options
Pension
Meals & Entertainment
Vacation

Directors

530,646
79,201
132,602
21,743
91,869

264,317
358,333
63,129
102,142
160,102
66,778
20,555
59,477

1,950,894

§3f1§.9'y!9l?59e= 261 LineW5 -}'5""E:"8lumn:T>"

Rabbi Trust
Restricted Stock

52, 416
20, 967
73, 383

Affiliated Group Members Percentage
Owned

Federal Income
Tax Assigned

(2,349,240)UniSource Energy Corporation

(436,440)
2,851

(18,344)
137,275
(63,021)

(482)

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

253,869
(l3,318,l02)

Advanced Energy Technologies, Inc.
Esoavada Leasing Company
MEH Equities Management Company
Millennium Energy Holdings, Inc.
Millennium Environmental Group, Inc.
Nations Energy Corporation
San Carlos Resources, Inc.
Southwest Energy Solutions, Inc.
Tucson Electric Power Company
Tucsonel, Inc.
UniSource Energy Development Company
UniSource Energy Services, Inc.
UNS Gas, Inc.
UNS Electric,
Total

Inc.

362,325
891

1,193,964
(1,324,752)
(l5,559,206)

The Affiliated Group files a consolidated federal income tax return. The tax liability of
the group is first allocated to members in accordance with section 1.1552~l(a) (2) of the
leone Tax Regulations. The Group has elected 100% as the fixed percentage to be used to
allocate additional amounts to members in accordance with section l.l502-33(d) (3) of the
regulations.

r
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Name of Respondent

UNS Electric, Inc. E49An Ofigina!
A Resubmissiorn

This Re oft Is:
(1)
(2)

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

1 IT A xE s w  H  l - HEPAV All 'CHARGED +)NGVEAR. . I

1. Give particulars (details) of the combined prepaid and accrued tax accounts and show the total taxes charged to operations and other accounts during

the year. Do not include gasoline and other sales taxes which have been charged to the accounts to which the taxed material was charged. If the

actual, or estimated amounts of such taxes are know, show the amounts in a footnote and designate whether estimated or actual amounts.

2, include on this page, taxes paid during the year and charged direct to final accounts, (not charged to prepaid or accrued taxes.)

Enter the amounts in both columns (d) and (e). The balancing of this page is not affected by the inclusion of these taxes.
3. include in column (d) taxes charged during the year, taxes charged to operations and other accounts through (a) accruals credited tO taxes accrued,

(b)amounts credited to proportions of prepaid taxes chargeable to current year, and (c) taxes paid and charged direct to operations or accounts other

than accrued and prepaid tax accounts.
4. List the aggregate of each kind of tax in such manner that the total tax for each State and subdivision can readily be ascertained.

Line
No.

Kind of Tax
(See instruction 5)

(a)

BALANCE AT BEGINNING OF YEAR axes
Charged
Qynng

ear
(d)

l*888(s

98829
(e)

Adjust~
merits

(f)

Taxes Accrued
(Account 236)

(b)
(Induce m Account 165)

Prepaid Taxes

(G)
1 Federal

2 Income -623.330 -2,502,758 -3,153,383

3 FICA 10,979 788,355 789,466

4 Unemployment 437 10.139 10,399

5

6 Subtotal ~611.914 -1,704,264 2,3835518

7

8 State & Local Arizona

g Income -163,875 -359,583 -358,466

10 Prepaid Tax - ACC 196,416 305,150

11 Rea! & Personal Prop Tax 1,603,192 3,392,421 3,300,418

12 Unemployment 672 12,894 13,308

13 Other Taxes

14

15

16

17 Subtotal 1 ,439,989 3,242,148 3,260.410

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41 TOTAL 828,075 1537,884 876,892

FERC FORM NO.1 (ED. 12-96) Page 262
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Name of Respondent

UNS Electric. Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

'QTAXES ACCRUED, PREPAID AND CHARGED DURING YEAR (Cantina

5. If any tax (exclude Federal and State income taxes)- covers more then one year, show the required information separately for each tax year,

identifying the year in column (a).
6. Enter art adjustments of the accrued and prepaid tax accounts in column (f) and explain each adjustment in a foot- note. Designate debit adjustments

by parentheses.
7. Do not include on this page entries with respect to deferred income taxes or taxes collected through payroll deductions or otherwise pending

transmittal of such taxes to the taxing authority.
8. Report in columns (i) through (t) how the taxes were distributed. Report in column (I) only the amounts charged to Accounts 4o8,1 and 409.1
pertaining to electric operations. Report in column (I) the amounts charged to Accounts 408.1 and 109.1 pertaining to other utility departments and
amounts charged to Accounts 408.2 and 4092. Also shown in column (I) the taxes charged to utility plant or other balance sheet accounts.
9. For any Tex apportioned to more than one utility department or account. state in a footnote the basis (necessity) of apportioning such tax.

BALANCE AT END OF YEAR DlSTRIB TION OF TAXES CHARGED Line
No.(Taxes accrued

Accomznt 236)
Q)

in Account 165)
Prepaid Taxes

(Incl.
<h)

Electric
(Account 408.1, 409,1)

(i)

Extraordinary items
(Accou8§4093)

1Adjustments to et.
Eammgs (Account 439)

(k)

Other

(I)
1

57,295 -3,812,583 1,309,825 2

9,868 392,942 395.413 3

177 10,139 4

5

67,340 -3,409,502 1 ,705,23B 6

7

8

-164,992 ~139,010 -220,573 9

108.734 196,416 10

1,695,195 3,186,420 206,001 11

258 12,894 12

78,240 -78,240 13

14

15

16

1 ,530,451 108,734 3,138,544 103,604 17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

1,597.801 108,734 -270,958 1 ,808_842 41

FERC FORM no. 1 (ED. 12-981 Page 263
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

YearlPeriod of Report
End of 2G08/Q4

OTHER DEFFERED CREDITS (Account 253)

1.
2.
3.

Report below the particulars (details) called for concerning other deferred credits.

For any deferred credit being amortized, show the period of amortization .

Minor items (5% of the Balance End of Year for Account 253 or amounts less than $10.000. whichever is greater) may be grouped by classes.

Line
No.

Description and Other
Deferred Credits

(a)

Balance at
Beginning of Year

(b)

DEBITS
Credits

(e)

Balance at
End of Year

(0
Account
Contra

(c)

Amount

(d)

1 Deferred Reclamation Costs 327,921 VAR 227,968 99,953

2 Other Deferred Credits 13,605 925 15,103 10,120 8,622

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

so

31

32

33

34

35

35

37

38

39

40

41

42

43

44

45

46

47 TOTAL 341,526 243,071 10,120 108,575

FERC FORM NO. 1 (ED.12-94) Page 269

Illl l l



Name of Respondent

UNS Electric, Inc.

This Report ls..
(1) x An Orlgnnai
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

ACCUMULATED DEFFERED INCOME TAXES - OTHER PROPERTY (Account 8

1. Report the information called for below concerning the respondent's accounting for deferred income taxes rating to property not

subject to accelerated amortization
2. For other (Specify),include deferrals relating to other income and deductions,

Line
No.

Account

(3) (b)

CHANGES DURING YEARIBalance at
Beginning of Year Amounts Debited

to Account 410. 1

(C)

1 Account 282

2 Electric 5,648,809 4,741,602

3 Gas

4

5 TOTAL (Enter Total of lines 2 thru 4) 5,648,809 4,741,602

6

7

8

9 TOTAL Account 282 (Enter Total of lines 5 thru 5,548,889 4,741 ,602

10 Classification of TOTAL

11 Federal Income Tax 4,931,822

12 State income Tax 716,987 10,924707,2741

13 Local Income Tax !
NOTES

M W
4,034,3281 -10,924

FERC FORM no.1 (ED. 12-96) Page 274
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Name of Respondent

UNS Electric, Inc.

This Report It. .
(1) x An Oneal
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

ACCUMULATED DEFERRED INCOME TAXES OTHER PROPERTY (Account 282) (Continued)

3; Use footnotes as required.

Balance at
End of Year

(k)

Line
No.

ADJUSTMENTSCHANGES DURING YEAR
Debits CreditsAmounts Debited

to Account 410.2

(e)

Amounts Credited
to Account 41 1 .2

(f)

Account
Credited

(9)

Amount

(h)

Account
Debited

la)

10,390,411 2

3

4

t0,390,411 5

6

7

8

10,396,411 9

10I

8,977,074 11

1,413,337 12

13

NOTES (Continued)

FERC FORM NO. 1 (ED. 12-96) Page 275

I NINIII



Name of Respondent

UNS Electric, Inc.

Thy R no :
(Us 8%8riginal
(2) A Resubmission

Date of Report
(Mo, Da. Yr)

04/18/2009

Year/Period of Report
E t  o f 2008/Q4

ACCUMULATED DEFFERED INCOME TAXES - OTHER (Account 283)

1. Report the information called for below concerning the respondent's accounting for deferred income taxes relating to amounts

recorded in Account 283.
2. For other (Specify),include deferrals relating to other income and deductions.

Line
No.

Account

(B)

CHANGES DURING YEAR
Amounts Debited
to Acc<ucl\t 410.1

Balance at
Beginning of Year

(b)
1 Account 283

2 Electric

3

4 Other 238,188 108,274 464,248

5

G

7

8

9 TOTAL Electric (Total of lines 3 thru 8) 238,188 108,274 464,248

10 Gas

11

12

13

14

15

16

17 TOTAL Gas (Total of lines 11 thru 16)

18

19 TOTAL (Acd 283) (Enter Total of lines 9, 17 and 18) 238,188 108,27 464,248

20 Classification of TOTAL

21 Federal Income Tax 195,487 88,861 381,012

22 State Income Tax 42,701 19.413 83.236

23 Local Income Tax

NOTES

FERC FORM no. 1 (ED. 12-96) Page 276
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Name of Respondent

UNS Electric, Inc.

This Resort is:
(1) x An Original
(2) A Resubmlssiorx

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report
End of 2008lQ4

ACCUMULATED DEFERRED INCOME TAXES - OTHER (Account 283) (Continued)

3.

4.

Provide in the space below explanations for Page 276 and 277. include amounts relating to insignificant items listed under Other.

Use footnotes as required,

CHANGES DURING YEAR ADJUSTMENTS
Balance at

End of Year

(k)

Line
No.

Amounts Debited
to Account 410.2

(e)

Amounts Credited
to Account 411.2

(f)

Debits Credits

AC¢°3.u~8f
"E93 e

Amount

ch)

Amount

G)

Account
Debited

(I)
1

2
s

3

4786

5

6

7

8

417,786 9

10

11

12

13

14

15

16

17

18

-117,786 19
1

2 0

-96,664 21

-21,122 22

23

NOTES (Continued)

FERC FORM NO. 1 (ED. 12-96) Page 277
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1)8 An Original
(2) .._ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/04

FOOTNOTE DATA

FERC FORM no. 1 ED. 12-87 Page 450.1

The Other balance
Schedule Page: 276 Line No.: 4 Column: k .___ ....._..*..

a t  t h e  en d  o f  t h e  y ea r  i s  c o m p r i s ed  o f  t h e  f o l l o w i n g  a m o u n t s

Rate Case Expenses
Pension
SERP
T o t a l

95,700
(10,695)

(202,792)
(117,787)

1111--



Name of Respondent

UNS Electric, Inc. 8An Original
A Resubmission

This Re ort Is;
(1)

(2)

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

OTHER REGULATORY LlABlLlT!ES (Account 254)

1. Report below the particulars (details) called for concerning other regulatory liabilities, including rate order docket number, if

applieabie.
2, Minor items (5% of the Balance in Account 254 at end of period, or amounts less than $50,000 which ever is less), may be grouped

by classes.
3. For Regulatory Liabilities being amortized, show period of amortization.

Line
No.

Description and Purpose of
Other Regulatory Liabilities

(8)

Balance at Bemiring
of Current

QuarterNear

(b)

DEBITS

Credits

(e)

Balance at End
of Current

Quarter/Year

<f>

Account
Credited

(c)

Amount

(d)

1 Purchased Power Fuel Adjustment Clause 9,286,554 555/565 189,464,437 186,637,334 6,459,451

2 ACC Decision #66028

3 Issued July 2003

4

5 DSM Program 456 221 .563 42B,417 206.854

6 ACC Decision #70360

7 Issued May2008

8

.9 Renewable Energy Standard Tariff Plan 416 457,749 1,328,931 871,182

10 ACC Decision #70315

11 Issued April 2008

12

13 Unrealized Gains on Derivative 9,835,572 175/1761244 44,069,141 34,233,559

14 ACC Decision #69202

15 Issued December, 2006

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41 TOTAL 19,122,126 234,212,890 222,628,251 7,537,487

FERC FORM no. 1/3-Q (REV 02-G4) Page 278
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

YearlPeriod of Report
End of 2008/Q4

E ECTRIC OPERATING REVENUES (Account 400)
1. The following instructions generally apply to the annual version of these pages. Do not report quarterly data in columns (c), (e), (f). and (g). Unbilled revenues and MWH

related to untitled revenues need not be reported separately as required an the annual version of these pages.
2. Report below operating revenues for each prescribedaocount, and manufactured gas revenues in total.
3. Report number of customers, columns (f) and (g), on the basis of meters, in addition to the number of flat rate accounts, except that where separate meter readings are added
for billing purposes, one customer should be mounted for each group or meters added. The -average number of customers means the average of twelve figures at the close of

each month.
4. Lr increases or decreases from previous period (columns (c),(e)_ and (g)), are not derived from previously reported Figures, explain any inconsistencies in a footnote.

Line
No.

Title of Account

(a)

Operating Revenues Year

to Date Quarterly/Annua\

<b)

Operating Revenues

Previous year (no Quarterly)

(¢)

1 Safes of Electricity

2 (440) Residential Sales 92,231,621 85,759,676

3 (442) Commercial and Industrial Sales

4 Smal! (or Comm.) (See Instr. 4) 69,412,607 63,570,755

5 Large (or Ind.) (See Instr. 4) 19,626,605 15,431,353

6 (444) Public Street and Highway Lighting 368.082 383,579

7 (446) Other Sales to Public Authorities

8 (446) Sales to Railroads and Railways

g (448) lnterdepadmenta! Sales

10 TOTAL Sales to Ultimate Consumers 181 ,638,915 1855145,363

11 (447) Sales for Resale 10,168,115 234,273

12 TOTAL Sales of Electricity 165,379,635

13 (Less) (449, 1) Provision for Rate Refunds

14 TOTAL Revenues Net of Prov. for Refunds 191 ,8»7,030 165,379,636

15 Other Operating Revenues

16 (450) Forfeited Discounts

17 (451) Miscellaneous Service Revenues 1,220,715 887,998

18 (453) Sales of Water and Water Power

19 (454) Rent from Electric Property 428,014 314,545

KG (455) Interdepartmental Rents

21 (456) Other Electric Revenues 1 .445.274 2,376,590

22 (456.1) Revenues from Transmission of Electricity of Others 9,654

23 (457.1) Regional Control Service Revenues

24 (4572) Miscellaneous Revenues

25

26 TOTAL Other Operating Revenues 3,103,658 3,579,133

27 TOTAL Electric Operating Revenues 194,910,688 168,958,769

FERC FORM no. 1l38Q (REV. 12-05) Page 300



Name of Respondent

UNS Electric, Inc. Rx?An Original
A Resubmission

This Re ort is:
(1)
(2)

Date of Report
(Mo, Do, Yr)

04/18/2a09

Year/Period <>f Report
End of 2008/Q4

ELECTRIC OPERATING REVENUES (Account 400)

s. Commercial and industrial Sales, Account 442, may be classified according to the basis of classification (Small or Commercial, and Large or industrial) regularly used by the
respondent if such basis of classification is not generally greater than 1000 Kw of demand. (See Account 442 of the Uniform System of Accounts. Explain basis of classification

in a footnote.)
6. See pages 108-109, important Changes During Period, for important new territory added and important rate increase or decreases.

7, For Lines 2,4,5,and 6, see Page 304 for amounts relating to unbilled revenue by accounts.

8. include unmetered sales. Provide details of such Sales in a footnote.

Line
No.

1

1v1EGAwATr HOURS SOLD AVG.NO. CUSTOMERS PER MONTH

Year to Date Qua\1erlylAnnual

(d)

Amount Previous year (no Quarieriy)

(e)

Current Year (no Quarterly)

(f)

854,119822,497 79,04479,378 2

3

619,581 626,738 10.334 10,161 4

219,003 198,728 18 to 5

2.237 2,247 257 252 5

7

8

9

1,663,318 1,681.832 89,987 89.471 lo

152,947 2,548 2 1 11

:§1s=.2.68; 1 ,684,s8c 89,989 89,472 12

13

1,816,265 1 ,684,380 89,989 89,472 14

9,215,518

80,972

of unbilled revenues.

MWH relating to unbilled revenues

Line 12. column (b) includes $

Line 12, column (d) includes

Previous Year (no Quarterly)

(9)

FERC FORM no. 1/3-Q (REV. 12-05) Page 301
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) _X An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008lQ4

FOOTNOTE DATA

Line No.: 12 Column:  dSchedD7e Page: 300

FERC FORM no. 1 ED. 12-87 Page 450. 1

1Schedglg~Bgge: 300 Line No.:12 Column: b

Includes Unbilled Revenues
Customer Class~
Residential
Commercial
Industrial
Public Street Lighting
Sales for Resale

4

4,120,694
3,270,861
1,792,235

19,145
12,583

9,215,518

Includes Unbilled Sales
Customer Class-
Residetial
Commercial
Industrial
Public Street Lighting
Sales for Resale

(MWH)

27,406
115
130

18,577
34,744
80,972

I



Name of Respondent

UNS Electric, inc,

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

SALES OF ELECTRlC!TY BY RATE SCHEDULES

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per

customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311 .
2. provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues," Page
300-301, if the sales under any rate schedule are classified in more than one revenue account. List the rate schedule and sales data under each

applicable revenue account subheading.
3. Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported

customers.
4, The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12

if all billings are made monthly).
5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.

6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

Line
No.

Number and I me at Hate schedule

(a>

h 50l¢1

(b)

Haven uh

(c)

Averge umber
of Cos overs

(dl

K n Of sales
Per tésiomer '"\% k̀8»'§<> De r

1 Account 440 - Residential

2 Santa Cruz Residential 126,701 14,246,965 14,848 8.533 0.1124

3 ER Si:;éR§é iaé&nialQA

4 Mohave Residential 701 ,762 77,9504493 63,525 11,047 0,1111

5 RES-01 ~TOU 8 942 1 8,000 0.1178

6 Dusk to Dawn Lighting Service 615 108,410 1 ,005 612 0.1763

7 Residential Unbilled 0.0114

8 Duplicate Customers

9 Total Account 440 822,496 92,231 ,620 79,379 10,362 0.1121

10

11 Account 442 - Commercial!

12 Santa Cruz Small General Serv. 23,505 3,155,345 2,019 11,642 0.1342

13 Mohave Small General Service 69.136 8,320,330 5,645 12,247 0.1203

14 Large Genera! Service 501,596 54,909,894 2,063 243,139 001095

15 LargeGeneral Service Tau 3.068 331,612 11 278,909 0.1081

TO Interruptible Power Service 24,639 2,267,449 25 985.560 0,0920

17 Dusk to Dawn Lining 1 ,ask 311.918 571 2,954 0.1849

18 Billed Commercial Adjustment

19 Commercial Unbilled Revenue -0.0292

20 Duplicate Customers

21 Total Account 442 - Commercial 619,654 69,412,605 10,334 59,963 0.1120

22

23 Account 442 - Industrial

24 Large Power Serv - Distribution 54,154 5,512,848 10 5,415,400 0.1036

25 Large Power Serv - Trans TOU 148,383 12,414,757 8 18,547,875 0.0837

26 Billed lndusiriai Adjustment -2,111 -193,244 0.0915

27 Industrial Unbilled Revenue 0.0969

28 Total Account 442 - Industrial 218,930 19,826,606 18 12,152,778 0.0896

29 Acct 444 Public Street Lighting

30 Santa Cruz Sami! General Serv 752 101,123 33 22,788 0.1345

31 Mohave Small General Service 395 43,717 14 28,214 0.1107

32 Large Gerlerai Service 216 23,610 5 43,200 0.1093

33 Dusk to Dawn Lighting 841 192,986 205 4,102 0.2295

34 Public Street Lighting Unbilled 0.2014

35 Total Account 444 2,237 3B8,082 257 8,704 01645

36

37

38

39

40

41 TOTALBilled 1 ,655,274 179,799-16 89,988 18,394 0.1086

42 Total Unbilled Rev.(See Instr. 6) 88§94, 58391748 0.2287

43 TOTAL 1,663,317 181,638,915 89,98 /18,48 01092

FERC FORM no. 1 (ED. 12-95) Page 304
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1)1 An Original
(2) _ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Column: cLine No.: 7Schedule Page: 304

Column: bLine No.: 27Schedule Page: 304

Column: bSchedule Page: 304 Line No.: 34

Page 450.1FERC FORM no. 1 ED. 1287

82qg1e Page:304 Line No.: 3 Column: a
Due to a change in accounting the CARES revenues are included in the other residential
revenue amounts.
Schedule Page: 304 Line No..7 Column: b
The amount represents the net change in unbilled sales during the year.
year-end are reported on page 301.

Unbilled sales at-

Unbilled sales at

The amount represents the net chanqe in unbilled revenues during the year. Unbilled
revenues at .yearend are reported on page 301.
Schedule Page:304 Line No.:19 Column: b --...,...,..
The amount represents the net change in unbilled sales during the year.
year-end are reported on page 301. __ _
Schedule Page' 304 Line No 19.__.Column: c .....,..___-
The amount represents the net change in unbilled revenues during the year.
revenues at year-end are reported on page 301.

Unbilled

Unbilled sales atThe amount represents the net change in unbilled sales during the year.
year~end are regogted oH Q83§ 301. ._-
SchedulePage: 304 Line No.: 27 Column: c . -_
The amount represents the net change in unbilled revenues during the year.
revenues at year~end are reported on page 301.

Unbilled

Unbilled sales at

Unbilled

The amount represents the net change in unbilled sales during the year.
year~end are reported on page sq};__ _ _
SchedulePage:304 Line No.: 34 Column: c ....-,.-.,_._.
The amount represents the net change in unbilled revenues during the year.
revenues at year-end are reported on page 301.
iScheq eIj8ge: 304 Line No.:42 Column: b
The amount represents the net change in unbilled sales during the year. Unbilled sales at
year-end are reported on*paqe 301.
Schedule Page: 304 Line No.: 42 : _ __ ....._..-.».,
The amount represents the net change in unbilled revenues during the year. Unbilled
revenues at year-end are reported on page 301.

Column c W\

lllullIIIIIIIllI11I
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Name of Respondent

UNS Electric, Inc.

This Reroll Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, yr)
04/18/2009

Year/Period of Report

SALES FOR RESALE (Account 447)

1, Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year. Do not report exchanges of electricity ( Le., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the
Purchased Power schedule (Page 326-327).
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as fotiows:
RQ - for requirements service. Requirements service is sen/ice which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning), in addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF .. for tong~term service. "Long-term" means five years or Longer and 'firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service). This category should not be used for Long~term firm service which meets the
definition of RQ service. For all transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
IF - for intermediate-term firm service. The same as LF service except that "intermediate-term" means longer than one year but Less
than five years.
SF for short-term firm service. Use this category for all firm services where the duration of each period of commitment for service is
one year or less.
LU - for Long~term service from a designated generating unit. "Long~term" means five years or Longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
LU _ for intermediate-terrn service from a designated generating unit. The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

Line
No.

Name of Company or Public Authority

(Footnote AfWIiations)

(a)

Statistical
Classifi-
cation

(b)

FERC Rate
Schedule or

Tariff Number

(C)

Avera%e .
Monthly l ing
Demand (MW)

(d)

Actual Demand(MW)
AV€f38€

Monthly NC Daman(

<@>

Average
Monthly CP Demand

(f)

1 ;@1§;;;§9§@r@§fd@¢

2

3 Barclays SF WSPP

4 Constellation Commodities Group SF WSPP

5 Conoco-Phillips Energy SF WSPP

5 Credit Suisse Energy Marketing SF WSPP

7 Morgan Stanley Commodities Group SF WSPP

8 Paciiicorp SF WSPP

g Powered SF WSPP

10 To 1;;=3F ER(]7-g54,(}()1

11 lnadvertant

12

13

14

Subtotal RQ 0 0 0

Subtotal non-RQ 0 0 0

Total o 0 0

FERC FORMNO. 1 (ED. 12-90) Page 310
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Name of Respondent

UNS Electric_ Inc.

This Renofi Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/ t8/2009

Year/Period of Report
End gf

SALES FOR RESALE (Account 447) (Continued)

OS - for other service. use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature

of the service in a footnote,
AD - for Out-of-period adjustment. Use this code for any accounting adjustments or "trueups" for service provided in prior reporting
years. Provide an explanation in a footnote for each adjustment.
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ"
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in column (a) after this Listing, Enter
"Total' in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k)
5. In Column (c), identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis, enter the
average monthly billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the average

monthly coincident peak (CP)
demand in column (f). For all other types of service, enter NA in columns (d), (e) and (f). Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7. Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8, Report demand charges in column (h), energy charges in column 0),.and the total of any other types of charges, including
out-of-period adjustments, in column (j). Explain in a footnote all components of the amount shown in column (j). Report in column (k)
the total charge shown on bills rendered to the purchaser.
9. The data in column (g) through (k) must be subtotaled based on the RQ/Non RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule. The "Subtotal .. RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23. The "Subtotal .. Non~RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page

401 ,line 24.
10. Footnote entries as required and provide explanations following all required data.

MegaWatt Hours

Sold

(Q)

REVENUE
Total (3)

(h+i+j)

(k)

Line
No.Demand Charges

($)
(h)

Energy Charges
($)
(ll

Other Charges

(S)

G)

2,519 256,401 256,401 1

2

2,122 187,084 187,084 3

415 42,660 42,660 4

125 10,375 10,375 5

2,540 258,923 258,923 6

45 8.280 8,280 7

59 2,350 2,350 8

1,296 134,318 134,318 g

143.857 9,267,724 9,257,724 10

-31 11

12

13

14

o 0 0 0 0

152.947 0 10,168,115 0 10,158,115

152,941 0 10,168,115 0 10,158,115

FERC FORM no.1 (ED. 12-90) Page 311
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) £ An Original
(2) ___ A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/period of Report

2008/Q4

FOOTNOTE DATA

Page 450,1FERC FORM no. 1 (ED. 12.87

I

Service is

'§l=l'_<¥!£'L€E§_9 7 f  3 1 0

Echedule Page:310 },ire No.: 1 Colum n ____
This customer is located outside of the United States, in Sonora, Mexico.
allowed by U.S. Department of Energy, Presidential Permit.

Line No.: 1 Columnzb _ .
Service may be terminated by UNS-Electric upon 60 da s notice to customer.

Line No.: 10 CQQ_1mn:a .... .
UNS Electric Inc. and Tucson Electric Power are affiliated, wholly owned subsidiaries of
Unisource Energy Inc.

Schedule Page:310

I
I

I

l ulan l\II\lmll
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Name of Respondent

UNS Electric, inc,

This Report Is: .
(1) lEAn Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

ELECTREC OPERATION AND MAINTENANCE EXPENSES

If the amount for previous year is not derived from previously reported figures, explain in footnote.

Line
No,

Account

(a)

u or@,T,g,,{*Vea,
(b)

A f f
Prerouuns Yoerar

(C)

1 1. POWER PRODUCTION EXPENSES

2 A. Steam Power Generation

3 Operation

4 500) Operation Supervision and Engineering

5 501) Fuel

6 502) Steam Expenses

7 503) Steam from Other Sources

8 Less) (504) Steam Transferred-Cr.

g 505 Electric Expenses

10 506) Miscellaneous Steam Power Expenses

11 507) Rents

12 509 Allowances

13 TOTAL Operation (Enter Tata! of Lines 4 thru 12)
»14 Maintenance

15 510) Maintenance Supervision and Engineering

16 511) Maintenance of Structures

17 512) Maintenance of Boiler Plant

18 513) Maintenance of Electric Plant

19 514 Maintenance of Miscellaneous Steam Plant

20 TOTAL Maintenance (Enter Total of Lines 15 thru 19)

21 TOTAL Power Production Expenses-Steam Power (Entr Tot lines 13 8 20)

22 8. Nuclear Power Generation

23 Operation

24 517) Operation Supervision and Engineering

25 518) Fuel

26 519 Coolants and Water

27 520) Steam Expenses

28 521 Steam from Other Sources

29 Less) (522 Steam Transferred~Cr.

30 523) Electric Expenses

31 524) Miscellaneous Nuclear Power Expenses

32 525) Rents

33 TOTAL Operation Enter Total of lines 24 thru 32)

34 Maintenance

35 528) Maintenance Supervision and Engineering

36 529) Maintenance of Structures

37 530) Maintenance of Reactor Plant Equipment

38 531) Maintenance of Electric Plant

39 532) Maintenance of Miscellaneous Nuclear Plant

40 TOTAL Maintenance (Enter Total of lines 35 thru 39)

41 TOTAL Power Production Expenses-Nuc. Power (Entr tot lines 33 & 40)

42 C. Hydrau\ic Power Generation

43 Operation

44 535) Operation Supervision and Engineering

45 536 Water f<>r Power

46 537) Hydraulic Expenses

47 538) Electric Expenses

CB 539 Miscellaneous Hydraulic Power Generation Expenses

49 540) Rents

50 0*TOTAL O ration (Enter Total of Lines 44 thru 49)

51 C. Hydraulic Power Generation (Continued)

52 Maintenance

53 541) Mainentance Supervision and Engineering

54 542) Maintenance of Structures

55 543 Maintenance of Reservoirs, Dams, and Waterways

56 544) Maintenance of Electric Plant

57 545) Maintenance of Miscellaneous Hydraulic Plant

58 TOTAL Maintenance (Enter Total of lines 53 thru 57)

59 TOTAL Power Production Expenses-Hydraulic Power (tot of lines 50 & 58)

FERC FORM no. 1 (ED. 12-939 Page 320
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Name of Respondent

UNS Electric, inc.

This Report Is:
(1) IXlAn Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued)

if the amount for previous year is not derived from previously reported figures, explain in footnote.

Line
NG.

Account

(3)

6\l'T\ouf\vol'
urgent ear

(b)

Am ou  f f  r
Previouns Yoear

(c)

60 D. Other Power Generation

61 Operation

62 546 Operation Supervision and Engineering 62,406 82,756

63 547 Fuel 7,621.714

64 548 Generation Expenses 35,931 62,999

65 549 Miscellaneous Other Power Generation Expenses 806,947 307,723

66 550 Rents

67 TOTAL Operation (Enter Total of lines 62 thru 66) 8,526,998 453,478

68 Maintenance

69 551) Maintenance Supervision and Engineering 21.724

70 552 Maintenance of Structures 2,607

71 553 Maintenance of Generating and Electric plan! 125,323 219,644

72 554) Maintenance of Miscellaneous Other Power Generation Plant 64,400 109,230

73 TOTAL Maintenance (Enter Total of lines 69 thru 72) 189,723 353,205

74 TOTAL Power Production Expenses» Other Power (Enter Tot of 67 & 73) 8716,721 806,683

75 E. Other Power Supply Expenses

76 555) Purchased Power 110,870,490127,658,0121

77 556) System Control and Load Dispatching 3,2201

78 557) Other Expenses 2,078,950356,9991

79 TOTAL Other Power.Supply Exp (Enter Total of lines 76 thru 78) 112,949,450128,018,231

80 TOTAL Power Production Expenses (Total of lines 21, 41, 59, 74 & 79) 1133756,133136,734,952

81 2. TRANSMISSION EXPENSES

82 Operation

83 0-560) O ration Supervision and Engineering

84 561) Load Dispatching 6,096 6,200

85 561 .1) Load Dispatch-Reliability

86 561.2 Load Dispatch-Monitor and Operate Transmission System 33,027 55,132

87 5613 Load Dispatch-Transmission Service and Scheduling

88 561.4 Scheduling, System Control and Dispatch Services

89 561 .5) Reliability, Planning and Standards Development

90 561 ,6 Transmission Service Studies

91 561.7 Generation Interconnection Studies

92 561 .8 Reliability, Planning and Standards Development Services

93 562 Station Expenses 25,627 93,171

94 563 Overhead Lines Expenses 14,932 4,010

95 \564 Undo round Lines Expenses

96 565) Transmission of Electricity by Others 8,082,997 7,331,822

97 566) Miscellaneous Transmission Expenses 99,300 102,710

98 567 Rents 27,940 77,943

99 TOTAL Operation (Enter Total of lines 83 thru 98) 8,289.918 7,670,988

100 Maintenance

101 568 Maintenance Supervision and Engineering

102 569) Maintenance of Structures

103 569.1 Maintenance of Computer Hardware

104 5692) Maintenance of Computer Software
105 5693) Maintenance of Communication Equipment
106 569.4 Maintenance of Miscellaneous Regional Transmission Plant

1 O7 570 Maintenance of Station Equipment 22,699 2.762

108 571) Maintenance of Overhead Lines 36,134 27,654

109 572 Maintenance of Underground Lines

110 573 Maintenance of Miscellaneous Transmission Plant 23

111 TOTAL Maintenance (Total of lines 101 thru 110) 58,856 30,416

112 TOTAL Transmission Expenses (Total of lines 99 and 111) 8,348,774 7,701 ,404
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Name of Respondent

UNS Electric, inc. 8An Original
A Resubmission

This Re ort Is:
(1)
(2)

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008lQ4

ELECTRIC OPERATION AND MAiNTENANCE EXPENSES (Continued)

If the amount for previous year is not derived from previously reported figures, explain in footnote.
Line
No

Account

(a)

moo or
&Orren?ear

(b)

Amount for
Prevlous Year

(c)

113 3. REGIONAL MARKET EXPENSES

114 Operation

115 575.1 Operation Supervision

116 575.2 Day-Ahead and Real-Time Market Facilitation

117 575.3 Transmission Rights Market Facilitation

118 575.4 Capacity Market Facilitation

119 (575.5) Ancillary Services Market Facilitation

120 575.6) Market Monitoring and Compliance

121 575.7 Market Facilitation, Monitoring and Compliance SeMces

122 575_8 Rents

123 Total Operation (Lines 115 thru 122)

124 Maintenance

125 576.1 Maintenance of Structures and Improvements

126 576.2 Maintenance of Computer Hardware

127 5763) Maintenance of Computer Software

128 576.4) Maintenance of Communication Equipment

129 576.5 Maintenance of Miscellaneous Market Operation Plant

130 Total Maintenance (Lines 125 thru 129)

131 TOTAL Regional Transmission and Market Op Expels (Total 123 and 130)

132 4. DISTRIBUTION EXPENSES

133 Operation

134 580 Operation Supervision and Engineering 501,131422,245

135 (581 Load Dispatching 562,134 455,108

tae (582 Station Expenses 74,547 106,192

137 583 Overhead Line Expenses 491,139 606,870

138 584 Underground Line Expenses 475,089 543,861

139 585) Street Lighting and Signal System Expenses 1 ,886 365

140 586 Meter Expenses 759,850 760,552

141 587 Customer Installations Expenses 34,743 14.214

142 588 Miscellaneous Expenses 1,103,802 1 ,044,091

143 58g Rents 83,088 79,529

144 TOTAL Operation Enter Total of lines 134 thru 143) 44008,523 4,124,913

145 Maintenance

146 590 Maintenance Supervision and Engineering

147 591 Maintenance of Structures

148 592 Maintenance of Station Equipment 720,102 628,660

149 593 Maintenance of Overhead Lines 735,820 785,206

150 594 Maintenance of Underground Lines 104,656 121,272

151 595 Maintenance of Line Transformers 104.293 76,937

152 596 Maintenance of Street Lighting and Signal Systems 310,098 31,334

153 597 Maintenance of Meters 608 7.933

154 598 Maintenance of Miscellaneous Distribution Plant 15,555 8,801

155 TOTAL Maintenance (Total of fines 146 thru 154) 1,991,132 1 ,679,044

155 TOTAL Distribution Expenses (Total of fines 144 and 155) 5,999,655 5,803,957

157 5. CUSTOMER ACCOUNTS EXPENSES

158 Operation

159 (901) Supervision 255,122 Z29,152

160 902) Meter Reading Expenses 912,257 879,936

161 (908) Customer Records and Collection Expenses 3,015,145 3,331.155

162 (904) Uncollectible Accounts 1,200,504 762,728

163 905 Miscelianecus Customer Accounts Expenses 38,596 32,648

164 TOTAL Customer Accounts Expenses (Total of lines 159 thru 163) 5,421 ,624 5,035,619

I

I
I
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Name of Respondent

UNS Electric, Inc,

This Report Is: _
(1) x An Origmai
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Repos

ELECTRIC OPERATION AND MAKNTENANCE EXPENSES (Continued)

If the amount for previous year is not derived from previously reported Wgures, explain in footnote.

Line
No.

Account

to)

moon or
Clrrentear

(b)

A t f
Pfé'Ji%"u3 Yoera r

(G)

155 6. CUSTOMER SERVICE AND INFORMATIONAL EXPENSES

166 Operation

167 907 Supervision I
168 908) Customer Assistance Expenses 201 ,042545,006

169 909 Informational and Instructional Expenses 125,950192,157

170 910) Miscellaneous Customer Service and Informational Expenses 1,21s31 ,040

171 TOTAL Customer Service and information Expenses (Total 167 thru 170)

172 7. SALES EXPENSES

173 Operation

174 911) Supervision

175 912 Demonstrating and Selling Expenses

176 (943) Advertising Expenses 85

177 (916) Miscellaneous Sales Expenses

178 TOTAL Sales Expenses (Enter Total of lines 174 thru 177) 85

17g 8. ADIVHNISTRATNE AND GENERAL EXPENSES

180 Operation

181 920) Administrative and Genera! Salaries 3,295,964 2,748,106

182 921) Office Supplies and Expenses 1,074,369 1,012,429

183 Less (922) Administrative Expenses Transferred-Credit 1 ,004,502 534,685

184 923 Outside Services Employed 1,351,096 923,395

185 924 Property lnsurance 81 ,780 74,183

186 925 Injuries and Damages 523,802 581,234

187 926 Employee Pensions and Benefits 1,689,643 1,515,139

188 927 Franchise Requirements

189 928) Regulatory Commission Expenses

190 929) (Less) Duplicate Charges-Cr. 86,769 102,087

191 930.1) Genera! Advertising Expenses 51,398 23.808

192 930.2 Miscellaneous General Expenses 288,697 1 ,058236

193 931 Rents 54,240 92,700

194 TOTAL Operation (Enter Total of lines 181 thru 193) 7,419,718 7,392,458

195 Maintenance

196 935) Maintenance of General Plant 20,026 -277

197 TOTAL Administrative & Genera! Expenses (Total of lines 194 and 196) 7,439,744 7,392,181

198 TOTAL ElemOF and Mai ft Exp fs (Total80,112,131.156,164.171.178,197) 164,714,037 140,023,501
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) X An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/04

PU CHA ED POWER A t 555
*8nclud§ng power 8 388%9 )

1. Report all power purchases made during the year. Also report exchanges of electricity tie; transactions involving a balancing of
debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges.
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name or use
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller.
3. In column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projects load for this service in its system resource planning). In addition, the reliability of requirement service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.

LF - for lorlg~term firm service. "Long term" means five years or longer and "firm" means that service cannot be interrupted for
economic reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency
energy from third parties to maintain deliveries of LF service). This category should not be used for long~term firm service firm service
which meets the definition of RQ service. For all transaction identified asLF, provide in a footnote the termination date of the contract
defined as the earliest date that either buyer or seller can unilaterally get out of the contract.

lF - for intermediate~term Firm service. The same as LF service expect that "intermediate-term" means longer than one year but less

than five years.

SF - for short-term service. Use this category for all firm services, where the duration of each period of commitment for service is one

year or less .

LU - for long term service from a designated generating unit. "Long-term" means five years or longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of the designated unit.

LU .. for intermediate~term service from a designated generating unit. The same as LU service expect that "intermediate-term" means

longer than one year but less than five years.

EX .. For exchanges of electricity. Use this category for transactions involving a balancing of debits and credits for energy, capacity, etc.

and any settlements for imbalanced exchanges.

OS for other service. Use this category only for those services which cannot be placed in the above-defined categories, such as all
non~firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature

of the service in a footnote for each adjustment.

Line
No

Name of Company or Public Authority

(Footnote Affitiatiorzs)

(H)

Statistical
Classifi-
cation

(b)

FERC Rate
Schedule or
Tariff Number

(C)

Average
Monthly Billing
Demand (MW)

(d>

Aduat Demand (MW)
Average

Monthly NCP Demand

(e)

Average
Monthly CP demand

(f)

1 Pinnacle West Capital RQ Rate Sched 4 293 270

2 Barclays SF WSPP

3 Constellation Commodities Group SF WSPP

4 Credit Suisse Energy Marketing SF wspp
5 Morgan Stanley Commodities Group SF WSPP

6 Pacificorp SF WSPP

7 Powerex SF WSPP

8 Salt River Project SF w§3pp

9 E SF ER07-964

10

11 uaf€¢iuf¢@~Eii§?§9éD§Vfél<1rihi§I1i=?4 LF ER08-662

12 Purchased Power Fuel Adjustor Clause

13

14

Tata I

I
I
I
I
I
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Name of Respondent

UNS Electric_ Inc.
\»PA,, Original

This Re oil it
(1) x
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

» uant nuPU Qc \ - W A t 555'88ud%?»g povle 8ggange;)
AD .. for out-of-period adjustment. Use this code for any accounting adjustments or "trueups" for service provided in prior reporting

years, Provide an explanation in a footnote for each adjustment.

4. In column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service, as

identified in column (b), is provided.
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monthly (or longer) basis, enter
the monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the
average monthly coincident peak (CP) demand in column (f). For all other types of service, enter NA in columns (d), (e) and (f). Monthly
NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand
during the hour (60-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (f)
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain.
6. Report in column (g) the megawatthours shown on bills rendered to the respondent. Report in columns (h) and (i) the megawatthours
of power exchanges received and delivered, used as the basis for settlement. Do not report net exchange.
7. Report demand charges in column (j) energy charges in column (k), and the total of any other types of charges, including
out-of~period adjustments, in column (I). Explain in a footnote all components of the amount shown in column (l). Report in column (m)
the total charge shown on bills received as settlement by the respondent. For power exchanges, report in column (m) the settlement
amount for the net receipt of energy. If more energy was delivered than received, enter a negative amount. If the settlement amount (l)
include credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the

agreement, provide an explanatory footnote.
8. The data in column (g) through (m) must be totaled on the last line of the schedule. The total amount in column (g) must be
reported as Purchases on Page 401, line 10. The total amount in column (h) must be reported as Exchange Received on Page 401 ,
line 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13.
9. Footnote entries as required and provide explanations following all required data.

MegaWatt Hours

Purchased

(Q)

POWER EXCHANGES COST/SETTLEMENT OF POWER Line
No.MegaWattHours

Received
(h)

MegaWatt Hours
Delivered

(0

Demand Charges

<$)
(1)

Energy Charges

($<8
Other Charges

( )3>
Total 0+k+l)

of Settlement ($)
(M)

665,49C 39,124,157 39,124,157 1

186,s9= 12,912,022 12.912,022 2

51 70» = 4,105,377 4,105,377 3

544, 105 36,398,672 38,398,672 4

5

22 07= 845 57= 845,575 6

7

23,19C I9704 970.100 8

338,772 23,444,59C 23,454,590 g

10

98,987 5,985,000 81917' 6,804,175 11

3,043,344 3,043,344 12

13

14

1,930,919 5.985.000 118,629,668 3,043,344 127,658,01
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Name of Respondent

UNS Electric, Inc,

This Report is:
(1)8 An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

20081Q4

FOOTNOTE DATA

Page 450.1FERC FORM no. 1 ED. 12-87

Schedule Page:_€iZ§.,._4Mel!e.;.§_ §QL4ln9;§ ,
UNS Electric Inc. and Tucson Electric Power are affiliated, wholly owned subsidiaries of
Uri source Energy Inc - _-- -_

LineNo.: 11 Column: a ___ .........
Uri source Energy Development, Inc., UNS Electric Inc. , and Tucson Electric Power are
affiliated, wholly owned subsidiaries of Uri source Energy Inc. Uri source Energy
Development delivers energy to Ums~Electric from its Black Mountain Generating Station.
Black mountain delivers up to 90 MW of energy.
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Name of Respondent

UNS Electric, Inc,

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End Qf 2008/Q4

» ; I lTRANSIVIISSI. N O L . I I . account
(lnciudlng transactions referred to as 'wheeling')

1. Report alt transmission of electricity, i.e., wheeling, provided for other electric utilities, cooperatives, other public authorities,
qualifying facilities, non-traditional utility suppliers and ultimate customers for the quarter.
2. Use a separate line of data for each distinct type of transmission service involving the entities listed in column (a), (b) and (c).
3. Report in column (a) the company or public authority that paid for the transmission service. Report in column (b) the company or
public authority that the energy was received from and in column (c) the company or public authority that the energy was delivered to.
Provide the full name of each company or public authority. Do not abbreviate or truncate name or use acronyms. Explain in a footnote
any ownership interest in or affiliation the respondent has with the entities listed in columns (a), (b) or (c)
4. in column (d) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows:
FNO - Firm Network Service for Others, FNS Firm Network Transmission Service for Self, LFP - "Long-Term Firm Point to Point
Transmission Service, OLF .. Other Long-Term Firm Transmission Service, SFP .. Short-Term Firm Point to Point Transmission
Reservation, NF - non» lirm transmission service, OS - Other Transmission Service and AD - Out~of~Period Adjustments, Use this code
for any accounting adjustments or 'true-ups" for service provided in prior reporting periods. Provide an explanation in a footnote for
each adjustment. See General instruction for definitions of codes.

Line
No.

Payment By
(Company of Public Authority)

(Footnote Affiliation)

(2)

Energy Received From
(Company of Public Authority)

(Footnote Affiliation)
(b)

Energy Delivered To
(Company of Public Authority)

(Footnote Aftiiiation)
(c)

Statistical
Classifi-
cation

(d)

1 Aha Macav Power Service Western AreaPower Admin Aha Macav Power Service NF

2

3

4

5

6

7

8

g

tO

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

TOTAL

FERC FORM no. 1 (ED. 1z-9ol Page 328
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) X An Original
(2) A Resubmlssion

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report

End of 2008/Q4

I.O  sTRANSMISSIO 4 QF ELECTRI. I (Acqount 456)( continued)
(including transactions reoffered to as 'wheeling')

5. In column (e), identify the FERC Rate Schedule or Tariff Number, On separate lines, list all FERC rate schedules or contract
designations under which service, as identified in column (d), is provided.
6. Report receipt and delivery locations for all single contract path, 'point to point" transmission service. in column (f), report the
designation for the substation, or other appropriate identification for where energy was received as specified in the contract. in column
(g) report the designation for the substation, or other appropriate identification for where energy was delivered as specified in the

contract.
7. Report in column (h) the number of megawatts of billing demand that is specified in the firm transmission service contract. Demand
reported in column (h) must be in megawatts. Footnote any demand not stated on a megawatts basis and explain.
8. Report in column (i) and (j) the total megawatthours received and delivered.

FERC Rate
Schedule of

Tariff Number
(8)

P<>int of Receipt
(Subsatation or Other

Designation)
(f)

Point of Delivery
(Substation or Other

Desigrnatlon)

(Q)

Billing
Demand

(MW)
(h)

TRANSFER OF ENERGY Line
No.MegaWatt Hours

Received
I

MegaWatt Hours
De! l4 red

ER03-1064 Grimm, AZ Boundry Cone, Az 8 5,298 5,2918 4

2

3

4

5

S

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

8 5,298 5,298
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Name of Respondent

UNS Electric_ Inc.

ort is:
H/~f»  Origina!

This Re
(1) x
(2) A Resubmission

Date of Report
(Mo. Da, Yr)
04/18/2009

Yearlperiod of Report
End of 2008/Q4

n 0•' D  I ( ontmueTRANSM1SSlON OE ELEC rRlg,l AcQount 45
(lnctudlng transactions reoffered to as 'w eehng')

9. In column (k) through (n), report the revenue amounts as shown on bills or vouchers. In column (k), provide revenues from demand
charges related to the billing demand reported in column (h). in column (I), provide revenues from energy charges related to the
amount of energy transferred. In column (m), provide the total revenues from all other charges on bills or vouchers rendered, including
out of period adjustments, Explain in a footnote alt components of the amount shown in column (m). Report in column (n) the total
charge shown on bills rendered to the entity Listed in column (a). If no monetary settlement was made, enter zero (11011) in column
(n). Provide a footnote explaining the nature of the non-monetary settlement, including the amount and type of energy or service

rendered,
10. The total amounts in columns (i) and (1) must be reported as Transmission Received and Transmission Delivered for annual report

purposes only on Page 401, Lines 16 and 17, respectively.
ti. Footnote entries and provide explanations following all required data.

REVENUE FROM TRANSMISSION OF ELECTRICITY FOR OTHERS

Demand Charges
(s)
(kl

Energy Charges
($)
(*)

(Other Charges)

($)
(m)

Total Revenues (S)
(k+l+m)

(n)

Line
No,

9.654 9,654 1

2

3

4

5

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

9,654 o 0 9,654

i
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Name of Respondent

UNS Electric, inc.
IX3An Original

A Resubmission

This Re ort Is;
(1)
(2)

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008lQ4

TRANSMISSION OF ELECTR!ClTY BY OTHERS (Account 585)
(including transactions referred to as "wheeling")

1. Report all transmission, i.e. wheeling or electricity provided by other electric utilities, cooperatives, municipalities, other public
authorities, qualifying facilities, and others for the quarter.
2. in column (a) report each company or public authority that provided transmission service. Provide the full name of the company,
abbreviate if necessary, but do not truncate name or use acronyms. Explain in a footnote any ownership interest in or affiliation with the
transmission service provider, Use additional columns as necessary to report all companies or public authorities that provided
transmission service for the quarter reported.
3. in column (b) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows:
FNS - Firm Network Transmission Service for Self, LFP .. Long-Term Firm Point-tc~Poirit Transmission Reservations. OLF .. Other
Long-Term Firm Transmission Service, SFP .. Short-Term Firm Point~to~ Point Transmission Reservations, NF .. Non-Firm Transmission
Service, and OS - Other Transmission Service. See General instructions for definitions at statistical classifications.
4. Report in column (c) and (d) the total megawatt hours received and delivered by the provider of the transmission service.
5. Report in column (e), (f) and (g) expenses as shown on bills or vouchers rendered to the respondent. in column (e) report the
demand charges and in column (f) energy charges related to the amount of energy transferred. On column (g) report the total of all
other charges on bills or vouchers rendered to the respondent, including any out of period adjustments. Explain in a footnote all
components of the amount shown in column (g). Report in column (h) the total charge shown on bills rendered to the respondent. ff no
monetary settlement was made, enter zero in column (h). Provide a footnote explaining the nature of the non-monetary settlement,
including the amount and type at energy or service rendered.
6. Enter "TOTAL" in column (a) as the last line.
7. Footnote entries and provide explanations following all required data.

Line
No. Name of Company or Public

Authority (Footnote Affiliations)
(a)

Statistical
Classification

(b)

TRANSFER OF ENERG EXPENSES FOR TRANSMISSION OF ELECTRICITY BY OTHER:
Mahgawatt-

ou s
Recsed

(C)

agawatt-
hgurs

Dehvered
(d)

Demand
Char es

($
(e5

59888.
(f)

thee
Char es(

(Q)

Total Cost of
Trans mission

181
1 Received Power From:

2 Arizona Public Service SFP 116,729 116,729 875,144 875,144

3 Southwest Trans Coop NF 925 925 8,297 8,297

4 FNSJfiésfefn JvéaEQw§nAdm.ru 1,124,262 1,124,262 1,681,001 1,681,001

5 Western Area Power Admit NF 281,755 281,755 801.559 801 ,559

6 Wester Area Power Adorn LFP 3,163,400 3,163,400 4,659,935 4,659,935

7 SFPAréziitaower As Mia 18341 1,341 2,323 2,323
8 T PGWEWT:§Qii§$i>I8¥F83é§1ri¢
g OS¢pi8§§}ig§g3 .pQw8E1ié8ik?ii3j 54,738 54,/38

10

11

12

13

14

15

15

TOTAL 4,704,908 4,710,817 6,340,936 1 ,687,323 54,738 8,082,997

I
I

FERC FORM NO. 1/3-Q (REV. 02-04) Page 332
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) K An Original
(2) _ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

YearlPeriod of Report

2008/Q4

FOOTNOTE DATA

Column: cLine No.: 8Schedule Page: 332

Page 450. 1FERC FORM no. 1 ED. 12-87)

3scheQu!§=:89934332
Network Service

Line No.: 4 Column: a

Column: a[schedulePage§8'2 lineNo.:7

schedule Page: 332
OASIS Short Term Firm

Line No.: 8 Column: a __-_*__-_ _ , ___.-.-_
UNS Electric Ire. and Tucson Electric Power are affiliated, wholly owned subsidiaries of
Uri source Energy Inc.

'1

_.J

Network Imbalance Energy Received

Line No.: 8 Column: d
Energy Deliver e d
Line No.:9 Column: a

§§¢11edu/e Page: 332
Network Imbalance
I

Purchased Power F
§§.Q9Qy.!9*£e9r3¢;§3€

url Adjustor Clause

ll
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Name of Respondent
UNS Electric, Inc.

This Re ort is:
(1) [8 An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

MiSCELLANEOUS GENERAL EXPENSES (Account 9302) (ELECTRIC)

Line
No.

Oescr%l>tion
(a

Amount
(b)

1 industry Association Dues 81,699

2 Nuclear Power Research Expenses

3 Other Experimental and General Research Expenses

4 Pub & Dist Info to Stkhldrsexpn servicing outstanding Securities 12,636

5 Oth Expn >=5,000 show purpose, recipient, amount. Group if < $5,600

6 Directors Fees 108,512

7 Wages 24,959

8 Allocated Internal Expenses 21,301

g Materials & Supplies 12,754

10 Training 12,388

11 Travel 6.198

12 Facilities Rents! & Building Usage 5,395

13 Other 2,855

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46 TOTAL 288,697
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

DEPRECIATION AND AMORTIZATION OF ELECTRIC PLANT (Account 403, 404, 405)
(Except amortization of acquisition adjustments)

1. Report in section A for the year the amounts for: (b) Depreciation Expense (Account 403, (c) Depreciation Expense for Asset
Retirement Costs (Account403.1, (d) Amortization of Limited~Term Electric Plant (Account 404), and (e) Amortization of Other Electric
Plant (Account 405).
2. Report in Section 8 the rates used to compute amortization charges for electric plant (Accounts 404 and 405). State the basis used to
compute charges and whether any changes have been made in the basis or rates used from the preceding report year.
3. Report all available information called for in Section C every fifth year beginning with report year 1971, reporting annually only changes
to columns (c) through (g) from the complete report of the preceding year.
Unless composite depreciation accounting for total depreciable plant is followed, list numerically in column (a) each plant subaccount,
account or functional classification, as appropriate, to which a rate is applied. identify at the bottom of Section c the type of plant
included in any sub-account used.
in column (b) report all depreciable plant balances to which rates are applied showing subtotals by functional Classifications and showing
composite total. Indicate at the bottom of section C the manner in which column balances are obtained. If average balances, state the
method of averaging used.
For columns (c), (d), and (e) report available information for each plant subaccount, account or functional classification Listed in column
(a). If plant mortality studies are prepared to assist in estimating average service Lives, show in column (f) the type mortality curve
selected as most appropriate for the account and in column (g), if available, the weighted average remaining life of surviving plant. If
composite depreciation accounting is used, report available information called for in columns (b) through (g) on this basis.
4. If provisions for depreciation were made during the year in addition to depreciation provided by application of reported rates, state at
the bottom of section C the amounts and nature of the provisions and the plant items to which related.

A. Summary of Depreciation and Amortization Charges

Line
No, Functional Classification

(a)

Depreciation
Spense

(Account 403)
(b)

Oepreciation
Expense for Asset
Retirement Costs
(Account 403,1)

(c)

Amortization of
Limited Term
Electric Plant

(Account 404)
(d)

Amortization .of
Other Electric

Plant (Acc 405)
(8)

Total

(f)
1 Intangible Plant 1,213,651 1,213,651

2 Steam Production Plant

3 Nuclear Production Plant

4 Hydraulic Production Plant-Conventional

5 Hydraulic Production Plant~pumped Storage

e Other Production Plant 576,999 575,999

7 Transmission Plant 2,037,026 2,037,026

8 Distribution Plant 14,140,711 3,464 14,144,175

g Regional Transmission and Market Operation

10 General Plant 689,295 689,295

11

12

Common Plant-Electric

TOTAL 17.444.031 1,217,115 18,661,146

B. Basis for Amortization Charges

Amortization charges to account 404 primarily consist of amortization of software and capital obligations for certain transmission property construction
funding by UNS Electric in accordance with the current transmission agreement between the Company and WAPA. Software is amortized over its
estimated economic life. The capital obligations are amortized over the economic life of the transmission property constructed _
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Name of Resp<>ndent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

DEPRECIATION AND AMORTIZATION OF ELECTRIC PLANT (Continued)

C. Factors Used in Estimating Depreciation Charges

Line
No. Account No.

(a)

uepreclable
Plant Base

(In Thousands)
(b)

lzstlmaied
Avg. Service

Life
(c)

Hz
Salvage
(Percent)

<d)

Appnea
Dear. rates
(Percent)

Fe)

ortauty

2~~;ll'
Average

Remaining
Life
(Q)

12 Other Production 26,381

13 341 1 ,969 49.00 2,07 SO 29.50

14 342 847 40.00 2,51 SO 32.63

15 343 13,419 40.00 2.53 RE 26.17

16 344 6.304 43.00 2,33 SO 36,15

17 345 2.513 43.00 2.35 SO 29.39

18 346 1 ,329 38.00 2.54 RE 33.34

19 Transmission 55,575

20 s5o-Righxs 346 50.00 2.02 SQ 31.35

21 352 428 33.00 3.13 RE 12.75

22 353 18,912 32.00 3,15 RE 21.72

23 354 522 20.00 5.03 LT 15.92

24 355 20,666 25.00 -10.00 4.48 SO 12.68

25 356 14.517 38.00 2.66 LE 23.85

26 358 27 50.00 ~5.00 4.36 RE 10.50

27 359 184 5000 2.02 SQ 35.18

28 Distribution 331,999

29 350-Rights 133 50.00 2,03 SQ 27.71

30 36t 5.691 34.00 2,96 RE 25.54

31 362 39,478 25.00 4.09 SO 14.54

32 364 85.011 27.00 -10.00 4.14 SO 14.83

33 385 58,978 27.00 -10.00 4.13 SO 15.16

34 366 16,265 28.00 -5.00 3.79 SO 1856

35 367 37,799 23.00 4.40 SO 14.20

36 368 62,000 23.00 -5.00 4.63 SO 13,46

37 369-Overhead 8 524 27.00 3.77 R5 14.43

38 369-Underground 4.877 27.00 3.75 R5 1626

39 370 9,136 34.00 -5.00 3.11 RE 24.14

40 373 4,107 25.00 4.04 SO 16.64

41 General 22,695

42 390 2611 38.00 2.65 RE 29.03

43 391 -Of19ce F8<E 1,575 21.00 4.76 SQ 13,37

44 391~Computer Eq 670 5.00 20.00 SQ 1.13
45 392-Class 1 148 8.00 12.75 L15 4.00

46 392~Ciass 2 1,261 5.00 16.99 L2 3.02

47 392-Class 3 1 ,057 5.00 20.21 SO 3.28

48 392-Class 4 1,834 8.00 13.47 S4 1.53

49 392~Class 5 5,144 8.00 12.65 S4 6.58

50 393 119 33.00 3.03 SQ 14.67
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

DEPRECIATION AND AMORTIZATION OF ELECTRQC PIANT (Continued)

C. Factors Used in Estimating Depreciation Charges

Line
No, Account No,

(a)

uepreclable
Plant Base

(In Thousands)
(b)

t:S1lrf18l€d
Avg.  Servi c e

Life
(c)

new
Salvage
(Percent)

(d)

pphed
Depr, rates
(Percent)

(e)

I ortalxty

°T"~:
If?

Average
Remaining

Life
(Q)

12 394 2.667 29.00 3.45 SQ 16.32

13 395 1 ,431 40.00 2.50 SQ 25.85

14 396 1,879 t5_00 6.92 SO 5,16

15 397 2,176 23.00 4,35 SQ 19.07

16 398 124 18.00 5.56 SQ 5.19

17

18

19

20

21

22

23

24

25

25

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

49

50
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Name of Respondent

UNS Electric, Inc.

This Re oft Is;
(1) 8An Original

A Resubmission(2)

Date of Report
(Mo, Do. Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

REGULATORY COMMISSION EXPENSES

1. Report particulars (details) of regulatory commission expenses incurred during the current year (or incurred in previous years, if
being amortized) relating to format cases before a regulatory body, or cases in which such a body was a party.
2. Report in columns (b) and (c), only the current year's expenses that are not deferred and the current year's amortization of amounts

deferred in previous years.

Line
No.

Description
(Furnish name of regulatory commission or body the

docket or case number and a descnptron of the case)

(a)

Assessed by
Regulatory
Commission

(*>)

Expenses
of

Utility
(c)

Total
Expense for
°*;g§"*lY§="

+ c
(d)

. De erred
In Acccuni
18 .3

Beginning 3% Year
(e)

1 Misc. expenses pertaining to Rate Case Filing

2 to the Arizona Corporation Commission for the 537,757 537,757

3 test year ended June 30, 2006. Commission

4 approved $300,000 of rate case expenses to be

5 amortized over a 3 year period starting Jun-08

6 ACC Decision 70360

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

38

34

35

36

37

38

39

40

41

42

43

44

45

46 TOTAL 537,757 537,757
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Name of Respondent

UNS Electric, Inc. 6An Original
A Resubmission

This Re ort Is:
(1)
(2)

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

REGULATORY COMMISSION EXPENSES (Continued)

3.

4.

5.

Show in column (k) any expenses incurred in prior years which are being amortized. List in column (a) the period of amortization.

List in column (f), (g), and (h) expenses incurred during year which were charged currently to income, plant, or other accounts.

Minor items (less than $25,000) may be grouped.

EXPENSES INCURRED DURING YEAR AMORTIZEDDURING YEAR

CURRENTLY CHARGED TO Deferred to
Account 182.3

U)

Contra
Acct>unt

G)

Amount

(k)

Deferred in
Account 182.3
End of Year

(I)

Line
No,Department

(f>

Ac<8<?unt

( 9 )

Imount

(h)
185 -300,000 300,000 407 58,333 241 ,667 1

920 195,005 2

923 206,359 3

Various 78,060 4

5

6

7

8

9

10

t i

12

13

14

15

to
17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

to
41

42

43

44

45

179,424 300,000 58,333 24t ,667 46
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Name of Respondent

UNS Electric, inc.

This Report Is:
(1) x An Origins\
(2) A Resubmissiors

Date of Report
(Mo, Do, Yr)

04/18/2G09

Year/Period of Report
End of 2008/Q4

DISTRIBUTION OF SALARIES AND WAGES

Report below the distribution of total salaries and wages for the year. Segregate amounts originally charged to clearing accounts to
Utility Departments, Construction, Plant Removals, and Other Accounts, and enter such amounts in the appropriate lines and columns
provided. in determining this segregation of salaries and wages originally charged to clearing accounts, a method of approximation
giving substantially correct results may be used.

Line
No,

Classification

(a)

Allocation of
Payroll charged for
Clearing /cc0unls

c

Dir.ect. Payroll
Dustrlbullon

(b)

Total

(d)

1 Electric

2 Operation

3 Production 57,028

4 Transmission 45,604

5 Regional Market

6 Distribution 1,335,736

7 Customer Accounts 850,435

8 Customer Service and Informational 114,123

g Sales

10 Administrative and General 735,616

11 TOTAL Operation (Enter Total of lines 3 thru 10) 3,139,542

12 Maintenance

13 Production 58,595

14 Transmission 27,898

15 Regional Market

16 Di stributio n 975,429

17 Administrative and Genera!

18 TOTAL Maintenance (Total of lines 13 thru 17) 1,061,922

19 Total Operation and Maintenance

20 Production (Enter Total of lines 3 and 13) 115,823

21 Transmission (Enter Total of fines 4 and 14) 74,502

22 Regional Market (Enter Total of Lines 5 and 15)

23 Distribution (Enter Total of lines s and 16) 2,311,165

24 Customer Accounts (Transcribe from line 7) 850.435

25 Customer Service and Informational (Transcribe from line 8) 114,123

26 Sales (Transcribe from line 9)

27 Administrative and General (Enter Total of lines 10 and 17) 735,615

28 TOTAL Over. and Mai ft. (Total of lines 20 thru 27) 4,201.464 4,802,94460t ,480

29 Gas

30 Operation

31 Production-Manufactured Gas

32 Production-Nat. Gas (Including Expo. and Dev.)

33 Other Gas Supply

34 Storage, LNG Terminating and Processing

35 Transmission

36 Distribution

37 Customer Accounts

38 Customer Service and Informational

39 Sales

40 Administrative and General

41 TOTAL Operation (Enter Total of lines 31 thru 40)

42 Maintenance

43 Production~Manufactured Gas

44 Production-Natural Gas Including Exploration and Development)

45 Other Gas Supply

46 Storage, LNG Terminating and Processing

47 Transmission

I
I|

I

I
I
I
I
I
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Name of Respondent

UNS Electric, Inc.

This Renori Is;
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

DISTRIBUTION OF SALARIES AND WAGES (Continued)

Line
No,

Classification

(a)

Dir.ect. Payroll
D\strlbutlon

(b) I
Allocation of

Payroll charged for
Clearmgi accounts

c

Total

(d)

48 Distribution

49 Administrative and General

50 TOTAL Mai ft. (Enter Total of lines 43 thru 49)

51 Total Operation and Maintenance

52 Production-ManufacturedGas (Enter Total of lines 31 and 43)

53 Production-Natural Gas Including Expo. and Dev. Total lines 32,

54 Other Gas Supply (Enter Toto of lines 33 and 45)

55 Storage, LNG Terrninaling and Processing (Total of lines 31 thru

56 Transmission (Hines 35 and 47)

57 Distribution (Lines 36 and 48)

58 Customer Accounts (Line 37)

59 Customer Serviceand Informational (Line 38)

60 Sales (Line 39)

61 Administrative and General (Lines 40 and 49)

GO TOTAL Operation and Mains, (Total of lines 52 thru 61 )

63 Gther Utility Departments

64 Operation and Maintenance

65 TOTAL All Utility Dept, (Total cf lines 28, 62, and 64) 4,201 ,464 601 ,480 4,802,944

66 Utility Plant

B7 Construction (By Utility Departments)

68 Electric Plant 4,083,251 902,413 4,985,664

69 Gas Plant

70 Other (provide details in footnote)

71 TOTAL Construction (Total of lines 68 thru 70) 4,083,251 902,413 4,985 664

72 Plant Removal (By Utility Departments)

73 Electric Plant 63,083 2.872 85,955

74 Gas Plant

75 Other (provide details in footnote):

76 TOTAL Plant Removal (Total of lines 73 thru 75) 63,083 2,872 65,955

77 Other Accounts (Specify, provide details in footnote):

78

79

80

81

82

83 163 - Stores Expense 336,971 -306,971

84

85 184 ClearingAccounts 1,205,029 -1 ,205,029

86

87 418 - Merchandising Expense 21 21

88 417 - Nonutility Income and Expense 1G,'/89 5,214 16,093

89

90

91

92

93

94

95 TOTALOther Accounts 1,522,789 -1,506,765 16,024

96 TOTAL SALARIES AND WAGES 9,870,587 9,870,587
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Name of Respondent

UNS Electric, Inc.

This Reooft is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008lQ4

PURCHASES AND SALES OF ANCILLARY SERVICES

Report the amounts for each type of ancillary service shown in column (a) for the year as specified in Order No. 888 and defined in the
respondents Open Access Transmission Tariff.

in columns for usage, report usage-related billing determinant and the unit of measure,

(1) On line 1 columns (b), (c), (d), (e), (f) and (g) report the amount of ancillary services purchased and sold during the year.

(2) On line 2 columns (b) (c), (d), (e), (f), and (g) report the amount of reactive supply and voltage control services purchased and sold
during the year.

(3) On line 3 columns (b) (c), (d), (e), (f), and (g) report the arnouni of regulation and frequency response services purchased and sold
during the year.

(4) On line 4 columns (b). (c), (d), (e), (i), and (g) report the amount of energy imbalance services purchased and sold during the year.

(5) On lines 5 and 6, columns (b), (c), (d) (e), (f), and (g) report the amount of operating reserve spinning and supplement services
purchased and sold during the period.

(6) On line 7 columns (b), (c), (d), (e), (f), and (g) report the total amount of all other types anclilary services purchased or sold during
the year. include in a footnote and specify the amount for each type of other ancillary service provided.

AmountPurchased for the Year Amount Sold for the Year

Usage - Related Billing Determinant Usage . Related Billing Determinant

Line
No.

Type of Ancillary Service

(a)

Number of Units

<b)

Unit of
Measure

(c)

Dollars

(d)

Number of Units

<e)

Unit of
Measure

(f)

Dofiars

(Q)
1 Scheduling, System Control and Dispatch 1,805,266 MWH 105,782 MW

2 Readive Supply and Voltage 4,097,287 MWH 511,089 MWh

3 Regulation and Frequency Response 14,470 MWH 238,195 KW

4 Energy imbalance 16,496 MWH 761,128 22,405 MWh 396,603

5 Operating Reserve .. Spinning 45,412 MWH 871,452 MW

6 Operating Reserve - Supplement

7 Other 5,077 MWH 325,131
8 Total (Lines 1 the 7) 5,984,008 2,812,777 22,405 396,603

FERC FORM no. 1 (New 2-04) Page 398
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report

End of 2008/Q4

MONTHLY TRANSMISSION SYSTEM PEAK LOAD

(1) Report the monthly peak load on the respondents transmission system. If the respondent has two or more power systems which are not physicality

integrated, furnish the required information for each non-integrated system,
(2) Report on Column (b) by month the transmission system's peak load.
(3) Report on Columns (c) and (d) the specified information for each monthly transmission - system peak load reported on Column (b).
(4) Report on Columns (e) through (j) by month the system' monthly maximum megawatt load by statistical classifications. See General instruction for

the definition of each statistical classification.

NAME OF SYSTEM:

Line
No Month

(a) (b)

Monthly Peak
MW Total

Day of

Monthly

Peak

(C)

Hour of

Monthly

Peak

(d )

Firm Network

Service for Self

(e )

Firm Network

Service for

Others

(f>

Long~Term Form

Point-to-point

Resewatkans

(9)

Other Long~

Term Fimw

Service

(h )

Short-Term Firm

Paint-to-point

Reservation

0 )

Other

Service

G)
1 January 278 17 800 278

2 February 271 e 800 271

3 March 224 4 800 224

7734 Total for Quarter 1 77°

5 April 245 I 17002 245

6 may 367 n1 1700 367

7 June 40C 1600t 400

8 Total for Quarter 2 1.012 1.012

9 July 402 1600 409

10 August 408 1 1600 GB

11 September 354 1500 354

12 Told for Quarters 1,171 1,171

13 October 307 1 1600 307

1 4 November 217 1 1600 217

15 December 266 1 1900 266

16 Total for Quarter 4 79C 790

1 7 Total Year lo

Da\eNeaf 3,746 ' 43,7

I
I
I
I
I
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Name of Respondent

UNS Electric, Inc,

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

ELECTRIC ENERGY ACCOUNT

Report below the information called for concerning the disposition of electric energy generated, purchased, exchanged and wheeled during the year

Line
No.

Item

(a)

Line
No.

Item

(a)

21 Dlsposmon OF ENERGY
1 SOURCES OF ENERGY

2 Generation (Excluding Station Use): 22 Sales to Ultimate Consumers (Including

interdepartmental Sales)

1,663,318

3 Steam

4 Nuclear 23 Requirements Sales for Resale (See

instruction 4, page 311 .)5 Hydro-Conventional

6 Hydro-Pumped Storage 24 Non-Requirements Sales for Relate (See

instruction 4, page 311 )

152,947

7 Other 15,157

8 Less Energy for Pumping 25 Energy Furnished Without Charge

g Net Generation (Enter Total of lines 3

through 8)

15,157 26 Energy Used by the Company (Electric

Dept Only, Excluding Station Use)

1.293

27 Total Energy Losses 122,609
10 Purchases

28 TOTAL (Enter Total of Lines 22 Through

27) (MUST EQUAL LINE to)

1.940,167
11 Power Exchanges:

12 Received

13 Delivered

14 Net Exchanges(Line 12 minus line 13)

15 Transmission For Other (Wheeling)

16 Received 5,298

17 Delivered s,298

$8 Net Transmission for Other (Line 16 minus

line 17)

19 Transmission By Others Losses -5,909

20 TOTAL (Enter Total of lines 9, 10, 14, 18

and 19)

1,940,187

I
I
I
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

MONTHLY PEAKS AND OUTPUT

(1) Report the monthly peak load and energy output. If the respondent has two or more power which are not physically integrated, furnish the required
information for each non~ integrated system.

(2) Report on line 2 by month the system's output in Megawatt hours for each month.
(3) Report on line 3 by month the non-requirements sales for resale. Include in the monthly amounts any energy losses associated with the sales.
(4) Report on line 4 by month the system's monthly maximum megawatt toad (60 minute integration) associated with the system,
(5) Report on lines 5 and 6 the specified information for each monthly peak load reported on line 4.

NAME OF SYSTEM:

Line
No. Month

<a)

Total Monthly Energy

(b)

Monthly Non-Requirments
Sales for Resale 8
Associated Losses

(c)

MONTHLY PEAK

Megawatts (See instr. 4)

(d)

Day of Month

<e)

Hour

(f)
2 9 January 146,984 2 4 0 2 7 8 17 800
3 0 February 128,598 1 8 9 271 6 800
31 March 127,861 2 1 2 2 2 4 4 800
32 Aped 123,459 2 5 8 2 4 5 29 1 7 0 0

3 3 May 138,488 2 1 9 3 6 7 19 1700

34 June 204,460 28,927 400 17 1600

3 5 July 222,837 23,454 409 2 1600

3 6 August 218,068 19,550 4 0 8 1 1600

3 7 September 197 ,387 35,480 3 5 4 5 1600

3 8 October 157,474 30,675 3 0 7 1 1600

3 9 November 123,392 10,264 2 1 7 1 1600
4 0 December 151,059 13,376 2 6 6 1 7 1900

41 TOTAL 1,940,167 182,854

FERC FORM no.1 (ED. 12-90) Page 401b
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Name of Respondent

UNS Electric_ Inc.

This Reood fs;
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report

End of 2008/Q4

STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants)

1 Report data for plant in Service only. 2. Large plants are steam plants with installed capacity (name plate rating) of 25,000 Kw or more. Report in
this page gas turbine and internal combustion plants of 10,000 Kw or more. and nuclear plants, 3. indicate by a footnote any plant leased or operated
as a joint facility. 4. If net peak demand for 60 minutes is not available, give data which is available, specifying period. 5. If any employees attend
more than one plant. report on line 11 the approximate average number of employees assignable to each plant. 6. if gas is used and purchased on a
therm basis report the Btu content or the gas and the quantity of fuel burned converted to Met. 7. Quantities of fuel burned (Line 38) and average cost
per unit of fuel burned (Line 41) must be consistent with charges to expense accounts 501 and 547 (Line 42) as show on Line 20. 8. If more than one
fuel is burned in a plant furnish only the composite heat rate for all fuels burned.

Line
No.

Item

(H)

Plant
Name;Valencia

(b)

Plant
Name;

(G)

1 Kind of Plant (Internal Comb, Gas Turn, Nuclear Gas Turbine

2 Type of Constr (Conventional, Outdoor, Boiler. etc) Outdoor

3 Year Originally Constructed 1989

4 Year Last Unit was Installed 2006

5 Total Installed Cap (Max Gen Name Plate Ratings-MW) 61.00 0.00

6 Net Peak Demand on Plant .. MW (60 minutes) 59 "G
7 Plant Hours Connected to Load 923 o
8 Net Continuous Plant Capability (Megawatts) 61 0
9 When Not Limited by Condenser Water 61 O

10 When Limited by Condenser Water 61 0

11 Average Number of Employees 1 0

12 Net Generation, Exclusive of Plant Use - KWh 3174000 0
13 Cost of Plant; Land and Land Rights 97573 o
14 Structures and Improvements 1969407 0
15 Equipment Costs 24413732 0
16 Asset Retirement Costs o o
17 Total Cost 26480712 o
18 Cost per KW of Installed Capacity (line 17/5) Including 434.1100 00000
19 Production Expenses: Oper, Supv, & Engr 905284 0
20 Fuel 1320109 o
21 Coolants and Water (Nuclear Plants Only) 0 0
22 Steam Expenses D o
23 Steam From Other Sources 0 0
24 Steam Transferred (Cr) 0 0
25 Electro: Expenses o o
26 MiscSteam (or Nuclear) Power Expenses 0 0
27 Rents 0 0
28 Allowances 0 0
29 Maintenance Supervision and Engineering 0 0
30 Maintenance of Structures 64400 0
31 Maintenance of Boiler (or reactor) Plant 0 c)

32 Maintenance of Electric Plant 125323 0
33 Maintenance of Misc Steam (or Nuclear) Plant 0 0
34 Total Production Expenses 2415116 0
35 Expenses per Net KWh 0.7609 0.6000
36 Fuel: Kind (Coal, Gas, Oil, or Nuclear) Gas

37 Unit (Coa!-tons/Oil-barreI/Gas~mcVNuclear~ind§cate) MCF

38 Quantity (Units) of Fuel Burned 75255 0 0 0 0 0
39 Avg Heat Cont- Fuel Burned (Btu/indicate if nuclear) 1015 0 0 o o 0
40 Avg Cost of Fuel/unit, as Delve fo,b, during year 17542 0.000 0.00o 0.000 0.000 0.000
41 Average Cost of Fuel per Unit Burned 17.542 0.000 0.000 0.000 0.000 0.000

42 Average Cost of Fuel Burned per Million BTU 17.283 0.000 0.000 0.000 0.090 0.000
43 Average Cost of Fuel Burned per KWh Net Gen 0416 0.000 0.000 0.000 0.000 0.000

44 Average BTU per KWh Net Generation 24085477 0.000 0.000 0.000 0.000 0.000
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Name of Respondent

UNS Electric, Inc.

This Resort is:
(1) x An Original
(2) A Resubmission

Dale of Report
(Mo. Da, Yr)

04/18/2009

Year/Period of Report

End of 2008/Q4

STEAM-ELECTRIC GENERATING PLANTSTATISTICS (Large Plants)(Confinued)

*Dr

9. items under Cost of Plant are based on u. S. of A. Accounts. Production expenses do not include Purchased Power, System Control and Load
Dispatching, and Other Expenses Classified as Other Power Supply Expenses. 10. For IC and GT plants, report Operating Expenses, Account Nos.
547 and 549 on Line 25 "Electric Expenses," and Maintenance Account Nos. 553 and 554 on Line 32, "Maintenance of Electric Plant." indicate plants
designed for peak load service, Designate automatically operated plants. 11. For a plant equipped with combinations of fossil fuel steam, nuclear
steam, hydro, internal combustion or gas~turbine equipment, report each as a separate plant. However, if a gas-turbine unit functions in a combined
cycle operation with a conventional steam unit, include the gas-turbine with the steam plant. 12. if a nuclear power generating plant, briefly explain by
footnote (a) accounting method for cost of power generated including any excess costs attributed to research and development, (b) types of cost units
used for the various components of fuel cost, and (c) any other informative data concerning plant type fuel used, fuel enrichment type and quantity tor the

ort period and other ohvsical and operating characteristics of plant.

Plarll
Name;

(d)

Plant
Names

(e)

Plant
Name:

(f)

Line
No.

1

2
3

4

0.00 0.00 0.00 5

0 0 0 6

0 0 O 7

0 0 0 8

o 0 0 g

0 0 0 10

O 0 0 11

0 o 0 12

0 0 0 13

o o 0 14

0 0 o 15

0 0 O 16

0 0 0 17

000000 0.0000 0.0000 18

0 O 0 19

0 0 o 2O

0 0 0 21

0 0 0 22

0 o 0 23

0 0 0 24

0 0 0 25

0 0 0 26

0 0 0 27

o 0 0 28

0 0 0 29

0 0 0 30

0 O 0 31

0 0 0 32

0 0 0 33

0 D o 34

0.0000 0.0000 0.0000 35

36

37

0 0 0 o o 0 0 0 0 38

0 0 0 0 0 0 0 0 0 39

0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 40

0.000 0,000 0.000 0.000 0.000 0.000 0.000 0000 0.000 41

0.000 0.000 0.000 0,000 0.000 0.000 0.000 0.0o0 0.000 42

0,000 0.000 0.000 0.000 o.0oo 0,000 0.000 0.o00 0.000 43

0.000 0.000 0.000 0.000 0.000 0.000 0,000 0.000 0.000 44

FERC FORM NO. 1 (REV. 12-G3) Page 403

lllll_l



Name of Respondent

UNS Electric, Inc.

This Report let..
(1) 8'iAn Ongmal
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

TRANSMISSION LINE STATISTICS

1. Report information concerning transmission lines, cost of lines, and expenses for year. List each transmission line having nominal voltage of 132

kilovolts or greater. Report transmission lines below these voltages in group totals only for each voltage.
2. Transmission lines include all lines covered by the definition of transmission system plant as given in the Uniform System of Accounts, Do not report

substation costs and expenses on this page.
3. Report data by individual lines for all voltages if so required by a State commission.
4. Exclude from this page any transmission lines for which plant costs are included in Account 121, Nonutility Property.
5. indicate whether the type of supporting structure reported in column (e) is: (1) single pore wood or steer, (2) H~frame wood, or steel poles, (3) tower,
or (4) underground construction If a transmission line has more than one type of supporting structure, indicate the mileage of each type of construction
by the use of brackets and extra lines. Minor portions of a transmission line of a different type of construction need not be distinguished from the

remainder of the line.
6. Report in columns (f) and (g) the total pole miles of each transmission line. Show in column (f) the pole miles of line on structures the cost of which is
reported for the line designated, conversely, show in column (g) the pole miles of line oh structures the cost of which is reported for another line. Report
pole miles of line on leased or partly owned structures in column (g). In a footnote, explain the basis of such occupancy and state whether expenses with

respect to such structures are included in the expenses reported for the line designated.

Line
No.

D I NATION VOLTAGE (Kv)
(indicate where
other than
60 cycle, 3 phase)

Type of

Supporting

Structure

(G)

LENG H P I I
'QD &@ 8a'§§é?' es)

u derggoury Il.nes
report circuit males)

Number

of

Circuits

(h)

i n f{{gtufe
o ne

Desi?f;1ated
° sfa*:§:4?=

Line
(Q)

F ram

(3)

To

(b)

Operating

(c)

Designed

(d)

1 Transmission~Northern Ariz Havasu I Kingman 69.00 SP-W 225.78

2 69.00 SP~S 1.00 2

3 69.00 SP-S 9.00 1

4 69.00 SP~S 14.29 1

5 69.00 SP~S 1.30 1

6 89.00 SP» S 12.00 1

7 69.80 SP-S 0.30 2

8 Transmission-Santa Cruz 115.0C SP-S 55.75

9 HF~W

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36 TOTAL 319.4 8
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Name of Respondent

UNS Electric, Inc. 1233An Original
A Resubmissiors

This Re ort Is:
(1)
(2)

Date of Report
(Mo, Do, Yr)

04/1812009

Year/period of Report
End of 2008IQ4

7. Do not report the same transmission line structure twice. Report Lower voltage Lines and higher voltage lines as one line. Designate in a footnote if
you do not include Lower voltage lines with higher voltage lines.. If two or more transmission line structures support lines of the same voltage, report the

pole miles of the primary structure in column (f) and the pole miles of the other line(s) in column (g)
8. Designate any transmission line or portion thereof for which the respondent is not the sole owner, If such property is leased from another company,
give name of lessor, date and terms of Lease, and amount of rent for year. For any transmission line other than a leased line, or portion thereof, for
which the respondent is not the sole owner but which the respondent operates or shares in the operation of, furnish a succinct statement explaining the
arrangement and giving particulars (details) of such matters as percent ownership by respondent in the line, name of co-owner, basis of sharing
expenses of the Line, and how the expenses borne by the respondent are accounted for, and accounts affected. Specify whether lessor, co~owner, or

other party is an associated company.
9. Designate any transmission line leased to another company and give name of Lessee, date and terms of lease, annual rent for year, and how

determined. Specify whether lessee is an associated company.
10. Base the plant cost Figures catted for in columns (j) to (l) on the book cost at end of year.

Size of

Conductor

and Material!

(8)

•\COST GF LINE (include in Column (j an

Land rights, and clearing right~of-way)

EXPENSES, EXCEPT DEPRECIATION AND TAXES

Line
No.

Land

G)

Construction and
Other Costs

(k)

Total Cost

U)

Operation
Expenses

(m)

Maintenance
Expenses

cm)

Rents

(0)

Total
Expenses

(D)

1/0 Copper 11047,291 25,993,205 27,040,496 113,807 48,376 27,940 190,123 1

927 AAAC/795
2

927 AAAC/795
3

559AAAC
4

110 ACSR
5

954 ACSR
6

410 ACSR
7

559.5 AAAC 383.797 9,922,943 10,306,740 65,174 10,456 75,63C 8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

1,431,088 35,916,148 v37,347,23 178,981 58,832 27.940 265,75 36

TRANSMISSION LINE STATlSTlC-S (Continued)
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Name of Respondent

UNS Electric, Inc. 8
A Resubmission

This R ort Is:
(1) An Original

(2)

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

TRANSMISSION LINES ADDED DURING YEAR

1. Report below the information called for concerning Transmission lines added or altered during the year. It is not necessary to report

minor revisions of lines.
2. Provide separate subheadings for overhead and under~ ground construction and show each transmission line separately. If actual

costs of competed construction are not readily available for reporting columns (I) to (o), it is permissible to report in these columns the
. i 4

Line
No.

LINE DESIGNATION ume
Length

iN
Miles

(G)

SUPPORTING TRU URE CIRCUIT PER STRU TUR

Type

(d)

Average
Number per

Miles
(e>

Present

(f)

Ultimate

(Q)

From

(a)

To

(b)

1 West Golden Valley Mineral Park 12.00 SP~S 15.00 1 1

2

3

4
5

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

3

34

35

36

37

z3

•3

40

41

4

4

44 TOTAL I12.0 15.00 1 1
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Name of Respondent

UNS Eiectr%c, Inc. 8An Original
A Resubmission

This Re ort is:
(*)
(2)

Date of Report
(Ma, Do, Yr)

04/18/2009

Year/period of Report
End of

costs. Designate, however, if estimated amounts are reported. Include costs of Clearing Land and Rights-of-way, and Roads and

Trails, in column (I) with appropriate footnote, and costs of Underground Conduit in column (m).
3. If design voltage differs from operating voltage, indicate such fact by footnote, also where line is other than 60 cycle, 3 phase,

indicate such other characteristic.

•CONDU T R Voltage

KV
(Operating)

(K)

LINE COST Line
No.Poles, Towers

and Fixtures
(M)

Conductors
and Devices

(H)

Asset
Retire. Costs

<<>)

Total

(9)

Conf uration
and pacing

(D

Land and
Land Rights

(1)

Size

(fv

Specification

(it
929 AAAC Armless 69 1,453,627 131,346 1,584,973 1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

1,453,627 131,346 1 ,584,973 44

TRANSMISSION LINES ADDED DURING YEAR (Continued)
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Name of Respondent

UNS Electric, Inc.

This Report It
(1) x An Original
(2) A Resubmission

Date ofReport
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

1. RepoN below the information called for concerning substations of the respondent as of the end of the year.
2. Substations which serve only one industrial or street railway customer should not be listed below.
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according

to functional character, but the number of such substations must be shown.
4. Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in

column (f).

Line
Na.

Name and Location of Substation

(a)

Character of Substation

(b)

VOLTAGE (In Mva)

Primary

(C)

Secondary

(d)

Tertiary
(8)

1 MOHAVE

2 Carson DIST/ UNAIITENDED 69.00 13.20

3 Highway DIST/ UNATTENDED 69.00 12_00

4 Pierce Ferry Junction DIST/ UNATTENDED 6900 12,00

5 Chloride DIST/ UNATTENDED 69.00 12.0o

6 Duval Booster DIST/ UNATTENDED .69;00 2.40

7 Golden Valley DIST/ UNATTENDED 6900 20.80

8 SouthKinsman DIST/ UNATTENDED 69.00 12.00

g North Kingman DIST/ UNATTENDED 59.00 12.00

10 Airport Dlsw UNATTENDED 69.00 13.20

11 Jagerson DIST/ UNA'rTENDED 69.00 13.20

12

13

Boriana Junction DIST/ UNATTENDED 69.00 20.80

Yucca DIST/ UNATTENDED 69.00 20.80

14 Duval Waterfield DIST/ UNATTENDED sao 2.40

t5 Warm Springs DuST/ UNATTENDED 69.00 13.20

16 Boundary Cone DIST/ UNATTENDED 69.00 13,20

17 Sacramento DIST/ UNATTENDED 69.00 20,80

18 Dolan Springs DIST/ UNATTENDED 69.00 12,00

19 So~Hi DIST/ UNATTENDED 69.00 20.80

20 Willow Beach DIST/ UNATtENDED 69.00 12.00

21 Eastern DIST/ UNATTENDED 69.00 13.20

22 West Golden Valley DIST/ UNATTENDED 69.00 20.80

23 Gattaii Cove l;>lsT/unA1'rEnDEo 69.00 13.20

24 Havasu Sub DIST/ unA1-rEnoEt> 69.00 13.20

25 Palo Verde DIST/ UNATTENDED 69.00 13.20

26 London Bridge DIST/ UNATTENDED 69.00 13.20

27 Franconia DIST/ UNATTENDED 69,00 20.80

28 Kiowa DIST/ UNATTENDED 69.00 13.20

29 Mulberry DIST/ UNATTENDED 69.00 13.20

30 Clearwater DIST! UNATTENDED 69.00 13.20

31 North Havasu 20.BkV DIST/ UNATTENDED 69.00 20,80

32 Desert Hills DIST/ UNATTENDED 69.00 13.20

33 Black Mesa Substation TRANS/UNATTENDED 230,00 69.00 13.20

34 Hilltop Substation TRANS/UNATTENDED 230.00 69.00 13.20

35 Griffith Substation TRANS/UNATTENDED 230.00 69.00 12OO

36 North Havasu Substation TRANS/UNATFENDED 230.00 69,00 12,00

37 SANTA CRUZ- AZ Electric

38 Valencia DIST/ UNATTENDED 115.0o 13,20

39 Sonoita DIST/ UNA NDED 1 15.00 13.20

40 Kantor DIST/ UNATTENDED 115.00 13.20

SUBSTATiONS
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Name of Respondent

UNS Electric, Inc.

This Re oft is:
(1) M Original
(2) A Resubmission

Date of Repoli
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

SUBSTATIONS (Continued)
5. Show in columns (I), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for

increasing capacity,
6. Designate substations or major items of equipment teased from others, jointly owned with others, or operated otherwise than by
reason of sole ownership by the respondent, For any substation or equipment operated under tease, give name of lessor, date and
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name
of co~owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts
affected in resporiderit's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company.

Capacity of Substation

(in Service) (In Mva)

(f)

Number of
Transformers

In Service

(9)

Number of
Spare

Transformers

(*1)

CONVERSIONAPPARATUS AND SPECIALEQUIPMENT Line
No.Type of Equipment

(i)

Number of Units

0)

Total Capacity
(In MVa)

(K)
1

66 2 Forced Air 66 2

3 3 None 3 3

12 1 Forced Air 12 4

1 3 None 1 5

2 3 None 2 6

10 1 Forced Air 10 7

12 1 Forced Air 12 8

12 1 Forced Air 12 9

20 1 1 Forced Air 20 10

40 1 Forced Air 40 11

5 1 None 5 12

3 1 Forced Air 3 13

3 3 None 3 14

12 1 1 Forced Air 12 15

t2 1 1 Forced Air 12 16

20 1 Forced Air 20 17

12 1 Forced Air 12 18

3 1 Forced Air 3 19

2 1 Forced Air 2 20

12 1 Forced Air 12 21

20 1 Forced Air 20 22

1 3 1 None 1 23

50 2 Force Air 50 24

50 2 Forced Air 50 25

90 3 Forced Air &Oil 90 25

5 1 Forced Air 5 27

50 2 Forced Ail 50 28

33 1 Forced Air 33 29

33 1 Forced Air & Oil 33 30

6 1 Forced Air 6 31

40 1 Forced Air 40 32

230 4 Forced Air 230 33

160 2 Forced Air 169 34

80 1 Forced Air 80 35

80 1 Forced Al 80 36

37

12 2 Forced Air & Of .r I 38

12 2 Forced Air 8 Oil 40 39

10 1 Forced Air 12 40
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Name of Respondent

UNS Electric, inc.

This Report is:
(1) x An Original
(2) A Resubmission

ate of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

SUBSTATIONS

1. Report below the information called for concerning substations of the respondent as of the end of the year.
2. Substations which serve only one industrial or street railway customer should not be listed below.
3. Substations with capacities of Less than 10 MVa except those serving customers with energy for resale, may be grouped according
to functional character, but the number of such substations must be shown.
4. indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether
attended or unattended, At the end of the page, summarize according to function the capacities reported for the individual stations in

column (f).

Line
No.

Name and Location of Substation

(a)

Character of Substation

(b)

VOLTAGE (in Mva)

Primary

(c)

Secondary

(d)

Tertiary

<e)

1 Canez DuST/ UNATTENDED 115.00 13.20

2

3 Summary DIST/ UNATTENDED

4 Summary TRANS/ UNATTENDED

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40
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Name of Respondent

UNS Electric, Inc

This Report Is:
(1) X An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/200g

Year/period of Report
End of 2008/Q4

SUBSTATIONS (Continued)

5. Show in columns (I), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for

increasing capacity.
6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and
period of tease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name
at co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts
affected in respondent's books of account. Specify in each case whether lessor, co-owner, or other party is an associated company.

Capacity of Substation

(In Service) (In MVa)

(f)

Number of
Transformers

In Service

(Q)

Number of
Spare

Tra nsformefs

(h)

CONVERSION APPARATUS AND SPEClAL EQUIPMENT Line
No.Type of Equipment

(3)

Number 0 Units

G)

Total Capacity
(in Nna)

(k)

10 1 Forced Air 12 1

2

684
3

550
4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40
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UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3
Page 1 of 3

Increase
Present Rate Proposed Rate s %

Residential Service
Customer Charge
Energy Charge 1st400 kWhs
Energy Charge, all additional kWh
Base Power Supply Charge, all kWh

PPFAC

$7.50
$0.011255
$0.021269
$0.077993
$0.014746

$8.00
$0.020070
$0.030084
$0.074812
$0.000000

$0.50
$0.008815
$0.008815

-$0.003181
-$0.014746

6.67%
78.32%
41 .4s%
-4.08%

-100.00%

Residential Service CARES
Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, al\ additional kWh
Base Power Supply Charge, avI kWhs
PPFAC

$7.50
$0.011255
$0.021269
$0.077993
$0.014746

$3.50
$0.011255
$0.021269
$0.071660
$0.000000

~$4.00
$0.000000
$0.000000

-$0.006333
-$0.01474s

-53.33%
0.00%
0.00%

~8.12%
-10000%

Residential Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base

Summeron-peak

Summer Shoulder

Summeroff-peak

Power Supply chart

$0.092183

$0.081803

$0.077183

e)
$0.159138

$0.074812

$0.05-'1158

$0.066955

_$0.006991

-$0.023025

72.63%

-8.55%

-29.83%

Winter on-peak

Winter off-peak

$0.080873

$0.065873

$0.159138

$0.041894

$0.078265

_$0.023979

96.78%

-36.40%

Small General Service

Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWhs
PPFAC

$12.00
$0.022449
$0.032463
$0.075738
$0.014746

$12.50

$0.032440
$0.042454
$0.072649
$0.000000

$0.50
$0.0099Q1
$0.009991

-$0.003089
-$0.014746

4.17%
44.50%
30.78%
-4.08%

-100.00%

Small General Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0_090348 $0.136l/59

Summer Shoulder $0.079658 $0.072649

Summer off~peak $0.075348 $0.046759

$0.046411

_$0.007009

-$0.028589

5137%

-8.80%

-37.94%

Winter on-peak

Winter off-peak

$0.079448

$0.064448

$0.136759

$0.038539

$0057311

-$0.02s909

72.14%

-40.20%



UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3
Page 2 of 3

Large General Service

Customer Charge

Demand Charge, per kW

Energy Charge (kWh)
Base Power Supply Charge, all kwhs
PPFAC

$15.50

$10.71

$0.003254

$0.067062
$0.014746

$16.00

$13.35

$0.004254

$0.0(54326
$0.000000

$0.50

$2.643018

$0.001000

-$0.002736
-$0.014746

323%

24.68%

30.73%

-4.08%
-100.00%

Large General Service TOU
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

$20.40
$10.71

$0,003254
$0.0G7062
$0.014746

$20.90
$13.35

$0.004254
$0.064326
$0.000000

$0.50
$2.643018
$0.001000

-$0.002736
~$0.014746

2.45%
24.68%
30.73%
-4.08%

-100.00%

Large General Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply chart

Summer on-peak $0.082832

Summer Shoulder $0.071452

Summer off-peak $0.067832

e)
$0.121221

$0.064326

$0.046221

$0.038389

_$0.007126

-$0.021611

46.35%

_9.97%

-31 .860/,

Winter on-peak

Winter off-peak

$0.071072

$0.056072

$0.121221

$0.032503

$0.05014Q

-$0.023569

70.56%

-42.03%

Large Power Service (<69KV)
Customer Charge

Demand Charge, per kW

Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

$365.00

$17.90
$0.000000
$0.053260
$0.014746

$372.00

$21 .22
($0.000000)
$0.051087
$0.000000

$7.00

$3.326211

$0.000000
-$0.002173
-$0.014746

102%

18.59%

0.00%
-4.08%

-100.00%

Large Power Service (>69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWh
PPFAC

$400.00
$11 .61

$0.000000
$0_053250
$0,014746

$407.00
$1423

($0.000000)
$0.051087
$0.000000

$7.00
$3.320254
$0.000000

-$0,002173
-$0.014746

1 .75%
0.00%
0.00%

-4.08%
100.00%

Large Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0.070170 $0.099047

Summer Shoulder $0.058180 $0.051087

Summer off-peak $0.055170 $0.039047

$00028877

_$0.007093

-$0.016123

41 .15%

~12.19%

-29.22%

Winter on-peak

Winter off-peak

$0.058170

80.043170

$0.099047

$0.027033

$0.040877

-$0.01 B137

70.27%

-37.38%

I II III 11-111



UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3
Page 3 of 3

Interruptible Power Service
Customer Charge

Demand Charge, per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kWhs
PPFAC

$1550

$3.40
$0.014800
$0.055491
$0_014746

$18.00

$4.65
$0.017100
$0.053227
$0.000000

$0.50

$1 .26
$0.00
$0.00

-$0.01

3.23%

37.17%

15.54%
-4.08%

-100.00%

Interruptible Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base

Summer on-peak

Summer Shoulder

Summer off-peak

Power Supply charge)

$0.0l/1851 $0.101911

$0.059691 $0.053227

$0.056861 $0041911

$0.030050

-$0.006464

-$0.014950

41 .82%

-10.83%

-26.29%

Winter on-peak

Winter off-peak

$0059411

$0.044411

$0.101911

50.026779

$0.042500

-$0.017632

71 .54%

-39.70%

Lighting Dusk to Dawn
New 30' Wood Pole (Class 6) - Overhead
New 30' Metal or Fiberglass - Overhead
Existing Wood Pole - Underground
New 30' Wood Pole (Class 6) - Underground
New 30' Metal or Fiberglass - Underground
Wattage, per Watt
Lighting Base Power Supply Charge, per Watt

$4. 12
$8.26
$2.06
$820

$10.32
$0.046577
30.007818

$4.535
$9.083
$2.268
$6.815

$11 .350
$0.050422
$0.007499

$0.41
$0.83
$0.21
$0.62
$1 .03

$0.003845
$0.00

10.00%
10.00%
10.00%
10.00%
10.00%
8.26%

100.00%



UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4
Page 1 of 6

Residential Service
Customer Charge
Energy Charge 1st 400 kwhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWhs
PPFAC

Present
$7.50

$0.011255
$().02125g
$0.077993
$0.014746

Proposed
$8.00

$0.020070
$0.030084
$00074812
$0.000000

Average Sales per Month
0

Total Be
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

50

100

200

400

$12.14

$17,49

$26.98

$45.95

$66.93

$87.91

$108.89

$21379

$266.23

$528.47

$1 ,052.95

0.35%

-2.a0%

-4.67%

-6.40%

-6.91%

-7.17%

-7.33%

-7.66%

-7.72%

-7.86%

-7.92%

S00

800

1.000

2,000

2,500

5,000

10,000

$12.70

$1790

$28.30

$49.10

$71 .90

$94.70

$117.50

$231 .51

$288.51

$573.53

$1 .143.57

$0,04

($0.41 )

($1 .32)

($3.14)

($4.97)

($6.79)

($8.61)

($17,72)

($22.28)

($45.06)

($90.62)

Residential Service CARES
Customer Charge
Energy Charge 1st 400 kW h
Energy Charge, all additional kwhs
Base Power Supply Charge, all kWh
PPFAC

Present
$7.50

$0.011255
$0.021269
$0.077993
$0.014746

Proposed
$350

$0.011255
$0.021269
$0_071660
$0.000000

Discounts:
0-300 kph
301» 600 kph
601-1000 kph
1001+ kph

30.0%
20.0%
10.0%
$8.00

Average Sales per Month
0

Total Bill
Present Rate

$5.25

Total Bill
Proposed Rate

$2.45

Proposed
Increase

$
($2.80)

Proposed
Increase

%
-53.33%

50

100

-39.79%

-34.12%

-29.03%

-25.32%

200

400

600

800

$8.89

$12.53

$19.81

$39.28

$57.52

$85.23

$105.75

$223.51

$28051

$565.53

$1 .135.57

-23. 15%

-22.03%

-21 .34%

-20.65%

-20.21 %

-19.34%

-18.91 %

1,000

2,000

2,500

5,000

10,000

$5.35

$8.25

$14.06

$293253

$44.20

$66.45

$83.18

$177.35

$223.82

$456.14

$920.78

($3.54)

($4.28)

($575)

($9.95)

($13.32)

($18.78)

($22.57)

($46.16)

($56.70)

($109.39)

($214.79)



UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31 , 2008

Schedule H» 4
Page 2 of 6

Residential Service Time~of-Use Summer
Customer Charge
Energy Charge 1 sl 400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge

On<Peak, all kwhs
Shoulder-Peak, all kwhs
Off-Peak, all kWhs

PPFAC

Present
$1.50

$0.011255
$0.021289

Proposed
$8.00

$0.020070
$0.030084

Assume:
On Peak Usage:
Shoulder-Peak Usage;
Off-Peak Usage:

16.6%
15.4%
6 7 8 %

$0.092183
$0.081 B03
$0.0771B3
$0.014746

$0.159138
$0.074a12
$0.054158
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

s
$0.50

Proposed
Increase

%
6.67%

50

100

200

400

600

800

1 ,000

2,000

2,500

5,000

10.000

$12.82

$18.14

$28.78

$50.06

$13.34

$96.62

$119.90

$236.31

$294.51

$585.53

$1 ,167.56

$12.74

$17.49

$26.98

$45.95

$86.93

$87.91

$108.89

$213.79

$286.24

$528.48

$1 .052.96

($0.08)

($0.65)

($1.80)

($410)

($6.41)

($8.71)

ls11 .01 )

($22.52)

($28.27)

($57.05)

($114.60)

-0.59%

-3.59%

-6.26%

-8.20%

-8.73%

-9.01%

-9.18%

-9.53%

-9.60%

-9.74%

-9.82%

Present
$7.50

$0.011255
$0.021269

ProDosed
$8.00

$0.020070
$0.030084

Assume:
On Peak Usage: 28.1%

Off-Peak Usage: 71.9%

Residential Service Time-of-Use Winter
Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge

On~Peak, all kWh
Shoulder~Peak, all kWh
Off-peak, all kW h

PPFAC

$0_080873 $0.159138

$0.065873
500014746

$0.041894
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$ 0 5 0

Proposed
Increase

%
6.67%

50

100

200

400

600

800

1 ,000

2,000

2,500

5,000

10,000

$12.30

$17.11

$26.72

$45.93

$67.15

$88.37

$109.59

$215.69

$268.74

$533.99

$1,064.48

$12.74

$17.49

$2698

$45.95

$56.93

$87.91

$108.89

$213.78

$266.23

$528.46

$1 ,052,92

$0.44

$0.38

$0.26

$0.02

($0-22)

($0.46)

($0.71)

($1.91 )

($252)

($5.53)

($11 .sol

3.57%

2.22%

0.97%

0.04%

-0.33%

-0.53%

-0.64%

-0.89%

-0.94%

-1.04%

-1 .09%



llllll

UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4
Page 3 of 6

Small General Service
Customer Charge
Energy Charge 1st 400 kwhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWh
PPFAC

Present
$12.00

$002244g
$0.032463
$0.075738
$0.014746

Proposed
$12.50

$0_032440
$0.042454
$0.072649
$0.000000

Averaqe Sales per Month
50

Total Bill
Present Rate

$17.65

Total Bill
Proposed Rate

$17.75

Proposed
Increase

s
$0,11

Proposed
Increase

%
0.61 %

100

250

500

$23.29

$40.23

$69.47

$130.94

$253.89

$438.31

$62213

$1 ,237.46

$3,696,40

$6,155.34

$23.01

$38.77

$66.05

$123.60

$238.70

$411.35

$584.01

$1,159.52

$3,461 .58

$5,763.63

($0.28)

($1 .46)

($3.42)

($7.34)

($15.19)

($26.96)

($38.72)

($77.94)

($234.83)

($391,72)

-1422%

-3.63%

-4.93%

-5.61%

-5.98%

-6.15%

-6.22%

-s.a0%

-6.35%

-5.36%

1 ,000

2,000

3,500

5,000

10,000

30,000

50,000

Large General Service Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$15.50
$10.71

$0_003254
$0.067062
$0_014746

Proposed
$16.00
$13.35

$0.004254
$0.064326
$0.000000

Assumes
Load Factor = 55.0%

Average Sales per Month
5,000

Total Bill
Present Rate

$574.18

Total Bill
Proposed Rate

$525.19

Proposed
Increase

$
($49.00)

Proposed
Increase

%
-8.53%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

600,000

$1 ,132.87

$2,808.92

$5,602.35

$11 ,18920

$22,362.89

$33,536.59

$44,710.29

$55,883.93

$67,057.68

$1 .034.38

$2,561.95

$5,107.89

$10,199.78

$20,383.57

$30,567.35

$40,751 .13

$50.934.91

$61 ,118.70

($98.49)

($246.98)

($494.46)

($989.41 )

($1 ,979.33)

($2,969.24)

($3,959.16)

($4,949.07)

($5,938.98)

-8.69%

-8.79%

-8.83%

-8.84%

-8.85%

-8.85%

-8.86%

-8.86%

-8.86%

l ll



UNS Electric, Inc.
Typical BillComparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and ProposedRates
Test Year Ended December31. 2008

Schedule H~4
Page 4 of 6

Large General Service TOU
Customer Charge
Demand Charge, per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$2040
$10.71

$0.003254
$0.061062
$0.014746

ProDosed
$20.90
$13.35

$0.004254
$0.064326
$0.000000

Assumes
Load Factor = 55.0%

Averaqe Sales per Month
5,000

Total Bill
Present Rate

$572.42

Total Bill
Proposed Rate

$521 .77

Proposed
Increase

$
($50.54)

Proposed
Increase

%
-8.85%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

600,000

$1,124.43

$2,780.48

$5,540.56

$11 .060.72

$22,101.04

$33,141 .37

$44,181 .69

$55,222.01

$66,262.33

$1 ,022.65

$2,525.27

$5,029.65

$10.038.39

$20,055.89

$30,073.38

$40,090.87

$50_108.37

$60,125_86

($101 .78)

($255.21 )

($510.91)

($1 ,022_33>

($2,045.16)

($3,067.98)

($4,090.81 )

($5,113.64)

($6,136.47)

-9.05%

-9. 18%

-9.22%

-9.24%

-9.25%

-9.26%

-9.28%

-9.26%

-9.26%

Assumes maximum peak period demand is 5% lower than maximum demand in non-peak period.

Large Power Service (<69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWh
PPFAC

Present
$365.00
$17.90

$0.000000
$0.053260
$0.014746

ProDosed
$372.00
$21.22

($0.000000)
$0.051087
$0.000000

Assumes
Load Faetor : 65.0%

Average Sales per Month
300,000

Total Bill
Present Rate

$32,081

Total Bill
Proposed Rate

$29.115

Proposed
Increase

s
($2,966)

Proposed
Increase

%
-924%

450,000

650,000

850,000

950,000

1 ,500,000

1 ,750,000

2,000,000

2,500,000

$47,939

$69,083

$90,226

$100,798

$158,944

$185,374

$211 .804

$264,663

$43,487

$62,649

$81 ,811

$91 ,392

$144,087

$168,040

$191 ,993

$239,898

($4,452)

($6,434)

($8,416)

($9,407)

($14,857)

($17,334)

($19,811 )

($24 v766)

-9.29%

-9.31 %

-9.33%

-9.33%

-9.35%

-9.35%

-9.35%

-9.36%



UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4
Page 5 of 6

Large Power Service (>69KV) Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$400.00
$11 .61

$0.000000
$0.053260
$0.014746

Proposed
$407.00
$1493

($0.000000)
$0.051087
$0.000000

Assumes
Load Factor 70.0%I

I Average Sales per Month
300,000

Total Bill
Present Rate
$27,617.85

TotalBill
Proposed Rate

$24,498.42

Proposed
Increase

$
($3,119)

Proposed
Increase

%
-11 .29%

450,000

650,000

850,000

950,000

1 ,500,000

1 ,750,000

2,000,000

2,500,000

$41 _226_77

$59,372.00

$77,517,23

$86,589.85

$136,489.23

$159, 170.77

$181,852.31

$227,215.39

$36,544.12

$52,605.07

$68,666.01

$76,696.48

$120,864.08

$140,940.26

$161 ,016.44

$201 , 168.80

($4,683)

($6,767)

($8,851)

($9,893)

($15,625)

($18.231 I

($20,836)

($26,047)

-11.36%

-11.40%

-11 .42%

-11 .43%

-11.45%

.11.45%

-11.46%

-11 .46%

Interruptible Power Service Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$15.50
$3.40

$0.014800
$0.055491
$0.014746

PfODOS8d
$16.00
$456

$0.017100
$0.053221
$0.000000

50 Assumes
Load Factor 55.0%

Average Sames per Month
10,001

Total Bill
Present Rate

$950.65

Total Bill
Proposed Rate

$83551

Proposed
Increase

$
($115.14)

Proposed
Increase

%
-12.11%

15,000

20,000

30,000

50,000

75,000

100,000

125,000

150,000

$1 _418.08

$1 ,885.60

$2,820.66

$4,690.76

$7,028.39

$9,366.02

$11103.66

$14,041 .29

$1,245.14

$1 ,654.85

$2,474.28

$4.113.13

$6.161 .70

$8,210.26

$10,258.83

$12,307.39

($172.94)

($230.75)

($346.38)

($577.63)

($866.70)

($1 ,155.76)

($1 ,444.83)

($1 ,733.89)

-12.20%

-12.24%

-12.28%

-12.31%

-12.33%

-12.34%

_1235%

-12.35%
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UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4
Page 6 of 6

\

Proposed

Proposed
Increase

$

Proposed
Increase

%

Lighting Dusk to Dawn Delivery Charges
New 30` Wood Pole (Class 6)
New 30' Metal or Fiberglass

present
Overhead Service

$4.12
$8.26

$4.54
$9.08

$o,41
$0.83

10.00%
10.00%

Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

Underground Service
$2.06
$6.20
$10.32

$2.27
$6181
$11 .35

$0.21
$0.62
$1 .03

10.00%
10.00%
10.00%

Per Watt $0.046577 $0.050422 $00038 8.26%

Lighting Base Power Supply Charge, per Watt 50.007818 $0.00750

\ PPFAC $0.014746 $0.000000

100 Watts . Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metalor Fiberglass

$4.67
$8.79
$12.92

$579
$10.33
$14.87

$1.13
$1.54
$1.95

24.15%
17.51%
15.11%

100 Watts _ Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$6.73
$1086
$14.98

$8.06
$12.61
$17,111

$1 .as
$1.75
$2.16

19.81%
16.08%
14.41%

200 Watts _ Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$932
$1344
$17.57

$11.58
$16.12
$20.67

$2.27
$2.68
$3.09

24.36%
19.95%
17.61%

200 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$12.94
$17.07
$19.63

$13.85
$18.40
$22.93

$0.91
$1.32
$3.30

7.04%
7.76%

16.81%

400 Watts . Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$21 .76
$25.88
$30.02

$23.17
$27.70
$3225

$1.41
$1 .82
$2.24

6.48%
7.04%
7.45%

400 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$23.82
$27_95
$32.08

$25.44
$29.98
$34.52

$1 .Hz
$2.03
$2.44

6.79%
7 2 6 %
7.61%
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UNS Electric, Inc
Bill Countby Rate Class

Test Period Ended December31, 2008

Schedule H-5
Page 1 of 5

RESIDENTIAL SERVCIE

Usage Range - kWhs
Lower Upper

0 4
5 9

10 14
15 19
20 24
25 29
30 34
35 39
40 44

45 49
50 54
55 99

100 149
150 199
200 249
250 299
300 349
350 399
400 449
450 499
500 549
550 599
600 649
650 699
700 749
750 799
800 849
850 899
900 949
950 999

1 ,000 1 , 199
1 ,200 1 ,399
1 ,400 1 ,599
1 ,600 1 ,799
1 ,800 1 ,999
2,000 2,999
3,000 3,999
4 , 000 4 , 999
5,000 5,999
6,000 9,999

>_ 10,000

Number of Bills
23,272

2,839
4 , 707
2,820
3,842
2,091
3,402
1,901
3,370
1,866
3,328

22,937
27,371
27,750
29,020
29,812
30,980
31 ,254
31 ,856
31,678
31,234
30,035
29,183
27,534
26,191
24,847
23,463
22,008
20,538
19,466
65,831
51,339
39,421

29,879
22,573
51 ,726
11,881

2,747
772
4 4 0

2 6

kWhs
7,875

19,603
54,364

48, 148
82,194
57,044

106,961
70,954

139,715
88,539

171,578
1,770,923
3,402,317
4,847,682
6,533,102
8,214,483

10,091 ,281
11,764,136
13,592,071
15,111 ,742
16,468,704
17,356,789
18,331 ,128
18,685,624
19,088,478
19,368,319
19,468,073
19,376,275
19,116,807
19,099,037
72,655,332
66,991 ,356
59,396,603
51 ,030,077
43,108,338

124,361 ,908
40,416,199
12,150,015

4,205,357
3,087,215

330,882

Bills
23,272
26,111

30,819
33,639
37,480
39,571
42, 972
44, 873
48,244
50,110
53,438
76,375

103,746
131,496
160,515
190,328
221 ,308
252,562
284,417
316,095
347,329
377,364
406,547
434,081
460,273
485,120
508,583
530,591
551,129
570,595
636,426
687,766
727,187
757,066
779,639
831,365
843,246
845,992
846,764
847,203
847,229

Cumulative Bills
Percent of Total

2 . 15%
3 . 08%
3 . 64%
3 . 97%
4 . 42%
4 . 67%
5 . 07%
5 . 30%
5 . 69%
5. 91%
6 . 31%
9.01 %

12. 25%
15. 52%
18. 95%
22 . 46%
25 . 12%
29 . 81%
33 . 57%
37 . 31%
4 1 . 0 0 %
44 . 54%
47 . 99%
51 .24%
54 . 33%
51 . 25%
60 . 03%
62 . 63%
55 . 05%
67 . 35%
75. 12%
81 .18%
85 . 83%
89 . 36%
92 . 02%
98. 13%
99 . 53%
99 . 85%
99 . 95%

100. 00%
100. 00%

Cumulative kWh
kWhs Percent of Total

7 ,875 0 . 0 0 %
27,477 0 . 00%
81 ,841 0.01 %

129,989 0 . 0 2 %
212,183 0 . 0 3 %
269,227 0 . 04%
376,187 0 . 0 5 %
447 , 142 0 . 0 6 %
586,857 0 . 0 8 %
675,396 0 . 0 9 %
846,974 0 . 1 1 %

2,617,896 0 . 3 5 %
6,020,213 0 . 8 1 %

10,867,896 1 . 4 7 %
17,400,998 2 . 35%
25,615,481 3 . 4 6 %
35,706,762 4 . 8 2 %
47,470,898 6 . 4 1 %
61 ,062,969 8 . 2 5 %
76,174,711 1 0 . 2 9 %
92,643,416 1 2 . 5 1 %

110,000,205 1 4 . 8 6 %
128,331 ,333 1 7 . 3 4 %
147,016,957 1 9 . 8 6 %
166,105,436 2 2 . 4 4 %
185,473,755 2 5 . 0 5 %
204,941 ,828 2 7 . 6 8 %
224,318,103 3 0 . 3 0 %
243,434,910 3 2 . 8 8 %
262,533,947 3 5 . 4 6 %
335,189,279 4 5 . 2 8 %
402,180,636 5 4 . 3 3 %
461 ,577,239 6 2 . 3 5 %
512,607,316 6 9 . 2 5 %
555,715,654 75 . 07%
680,077,561 91 .87%
720,493,760 9 7 . 3 3 %
732,643,775 9 8 . 9 7 %
736,849,132 9 9 . 5 4 %
739,936,347 9 9 . 9 6 %
740,267,229 1 0 0 . 0 0 %

Average Cus tomers
Av e r age  k w hs
Median kW hs

70,602
874
685

al



UNS Electric, Inc
Bill Count by Rate Class

Test Period Envied December 31, 2008

Schedule H-5
Page 2 of 5

RESIDENTIAL SERVCIE CARES

Usage Range - kWhs

Lower Upper

0
5

10
15
20
25
30
35
40
45
50
55
60
65
70
75
80
85
90
95

100
150
200
250
300
350
400
450
500
550
600
700
800
900

1,000
2,000
3,000
4,000
5,000

2 6,000

4

9
14
1 g
24
29
34
39
44
49
54
59
64
69
74
79
84
89
94
99

149
199
249
299
349
399
449
499
549
599
699
799
899
999

1 ,999
2,999
3,999
4,999
5,999

Number of Bills
523

64
108
64
99
55

116
67

147
78

143
73

163
92

162
100
191

94
211
126

2,315
3,257
3,885
4,411
4,820
4,794
4,741
4,278
4,360
4,070
7,212
6,124
5,136
4,260

19,203
3,872

691
120
30
12

kwhs
170
444

1,159
1.064
2,090
1,453
3,499
2,435
5,882
3,553
7,150
4,114
9,771
5,043

11,285
7,575

15,169
8,022

18,789
12,022

283,094
556,337
850,613

1,181 ,304
1,524,276
1,751 ,657
1,963,181
1,982,255
2,232,540
2,282,951
4,557,093
4,475,333
4,258,373
3,948,300

25,724,488
8,987,384
2,273,500

511 ,594
150,017
84,588

Cumulative Bills
Bills Percent of Total
523 0.58%
586 0.65%
694 0.77%
758 0.84%
857 0.95%
912 1.01%

1,028 1.14%
1,095 1.21%
1,242 1.38%
1,319 1.46%
1,462 1.62%
1,535 1.70%
1 ,698 1 .88%
1,790 1.98%
1,952 2.16%
2,053 2.27%
2,244 2.49%
2,338 2.59%
2,548 2.82%
2,675 2.96%
4,990 5.53%
8,246 9.14%

12,131 13.44%

16,542 18.33%
21,362 23.67%
26,156 28.98%
30,898 34.23%
35,176 38.97%
39,536 43.80%
43,605 48.31 %
50,817 56.30%
56,942 63.08%
62,078 68.77%
66,338 73.49%
85,540 94.77%
89,413 99.05%
90,104 99.82%
90,223 99.95%
90,254 99.99%
90,266 100.00%

Cumulative kwhs
kWhs Percent of Total

170 0.00%
615 0.00%

1,774 0.00%
2,838 0.00%
4,928 0.01 %
6,382 0.01 %
9,881 0.01 %

12,317 0.02%
18,199 0.03%
21 ,782 0.03%
28,932 0.04%
33,046 0.05%
42,817 0.06%
48,860 0.07%
60,145 0.09%
67,721 0.10%
82,891 0.12%
90,912 0.13%

109,701 0.16%
121,724 0.17%
404,817 0.58%
961 ,154 1.38%

1,811 ,767 2.60%
2,993,071 4.29%
4,517,347 6.48%
6,269,003 8.99%
8,232,184 11.81%

10,214,439 14.65%
12,447,079 17.85%
14,730,029 21 .13%
19,297,122 27.68%
23,772,455 34.10%
28,030,828 40.20%
31 ,979,128 45.87%
57,703,616 82.76%
66,691 ,000 95.65%
68,964,600 98.91 %
69,476,494 99.65%
69,636,511 99.88%
69,721 ,100 100.00%

Average Customers
Average kWhs
Median kwhs

7,522
772
605
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UNS Electric, Inc
Bill Count by Rate Class

Test Period Ended December 31, 2008

Schedule H-5
Page 3 of 5

SMALL GENERAL SERVCIE

Usage Range - kWhs
Lower Upper

0 19

20 39
40 59

60 79

80 99

100 199

200 299

300 399

400 499

500 599

600 699

700 799
800 899
900 999

1 ,000 1 ,199
L200 1399
1 ,400 1 ,599
1 ,600 1 ,999
2,000 2,999
3,000 3,999
4,000 4,999
5,000 9,999

10,000 19,999
220,000

Number of Bills
8,209
2,439
2,135
1,652
1,613
7,260
7,173
6,448
5,423
4,634
4,198
3,616
3,189
2,892
5,224
4,386
3,525
5,339
7,887
3,717
1,493

787
56
42

kWhs
29,969
70,452

103,999
114,747
143,564

1,082,109
1,795,240
2,251 ,457
2,440,028
2,553,356
2,728,457
2,714,699
2,715,174
2,756,281
5,750,988
5,710,379
5,297,622
9,586,114

19,315,557
12,861 ,438
6,635,207
4,740,977

730,998
1,297,585

Cumulative Bills
Bills Percent of Total

8,209 8.8%
10,647 11.4%
12,783 13.7%
14,435 15.5%
16,048 17.2%
23,308 25.0%
30,481 32.7%
36,929 39.6%
42,353 45.4%
46,986 50.3%
51 ,184 54.8%
54,799 58.7%
57,988 62.1%
60,881 65.2%
66,105 70.8%
70,491 75.5%
74,015 79.3%
79,354 85.0%
87,241 93.5%
90,958 97.5%
92,451 99.1 %
93,238 99.9%
93,294 100.0%
93,336 100.0%

kWhs
29,969

100,421
204,420
319,167
462,731

1 ,544,840
3,340,080
5,591 ,537
8,031 ,564

10,584,920
13,313,378
16,028,077
18,743,251
21 ,499,533
27,250,521
32,960,900
38,258,521
47,844,636
67,160,192
80,021 ,630
86,656,837
91 ,397,815
92,128,813
93,426,398

Cumulative kWhs

Pement of Total
0.03%
0.11%
0.22%
0.34%
0.50%
1 .65%
3.58%
5.98%
8.60%

11 .ea%
14.25%
11. 16%
20.06%
23.01%
29.17%
35.28%
40.95%
51 .21 %
71 .89%
85.65%
92.75%
97.83%
98.61 %

100.00%

Average Customers
Average kWhs
Median kWhs

7.778
1 ,001

594

llllll



UNS Electric, Inc
Bill Count by Rate Class

Test Period Ended December 31, 2008

Schedule H-5
Page 4 of 5

LARGE GENERAL SERVCIE

Usage Range - kWhs
Lower Upper

0 499
500 999

1 ,000 1 .999
2,000 2,999
3,000 3,999
4,000 4,999
5,000 5,999
6,000 6,999
7,000 7,999
8,000 8,999
9,000 9,999

10,000 14,999
15,000 19,999
20,000 29,999
30,000 39,999
40,000 49,999
50,000 99,999

100,000 199,999
200,000 299,999
300,000 399,999

2 400,000

Number of Bills
836
378
830

1,322
1,878
2,032
1,813
1,587
1,268
1,107

933
2,781
1,670
1,936
1,153

616
1,129

569
210

55
19

kwhs
108,605
284,347

1,255,909
3,352,817
6,605,048
9,187,940
9,964,435

10,306,959
9,479,879
9,409,222
8,868,990

33,991 ,849
28,961 ,503
47,351 ,843
40,062,947
27,465,335
77,566,390
81 ,580,305
49,407,724
18,651 ,903
8,273,182

Cumulative Bills
Bills Percent of Total
836 3.5%

1,214 5.0%
2,044 8.5%
3,366 14.0%
5,244 21 .7%
7,276 30.2%
9,089 37.7%

10,676 44.3%
11,944 49.5%
13,051 54.1 %
13,983 58.0%
16,764 69.5%
18,434 76.4%
20,370 84.5%
21 ,523 89.2%
22,139 91 .8%
23,268 96.5%
23,837 98.8%
24,047 99.7%
24,101 99.9%
24,120 100.0%

Cumulative kWhs
kwhs Percent of Total

108,605 0.02%
392,953 0.08%

1,648,861 0.34%
5,001 ,678 1.04%

11,606,726 2.41%
20,794,666 4.31%
30,759,100 6.38%
41 ,066,060 8.52%
50,545,939 10.48%
59,955,160 12.44%
68,824,150 14.27%

102,815,999 21 .33%
131 ,777,502 27.33%
179,129,345 37.15%
219,192,292 45.46%
246,657,627 51 .16%
324,224,017 67.25%
405,804,322 84.17%
455,212,046 \ 94.42%
473,863,949 98.28%
482,137,131 100.00%

Average Customers
Average kWhs
Median kWh

2,010
19,989
8,107

LARGE POWER SERVCIE

Usage Range - kWhs
Lower Upper

0 499,999
500,000 999,999

1 ,000_000 1 ,499,999
1 ,500,000 1 ,999,999
2,000,000 2,499,999
2,500,000 2,999,999
3,000,000 3,499,999
3,500,000 3,999,999
4,000,000 4,499,999

Number of Bills
98
56
17
13
19
5
7
2

12

kwhs
18,816,017
34,864,431
21 ,349,054
21 ,668,117
38,694,776
12,359,608
21 ,428,971

7,982,889
45,786,029

Cumulative Bills
Bills Percent of Total
98 42.9%

154 67.3%
171 75.0%
184 80.6%
202 88.8%
207 90.8%
214 93.9%
216 94.9%
228 100.0%

kWh
18,816,017
53,680,448
75,029,503
96,697,620

135,392,396
147,752,004
169,180,975
177,163,864
222,949,894

Cumulative kWh
Percent of Total

8.44%
24.08%
33.65%
43.37%
60.73%
66.27%
75.88%
79.46%

100.00%

Average Customers
Average kwhs
Median kwhs

19
977,850
520,233



UNS Electric, Inc

Bill Count by Rate Class

Test Period Ended December 31, 2008

Schedule H-5
Page 5 of 5

INTERRUPTIBLE POWER SERVCIE

Usage Range - kwhs
Lower Upper

0 99
100 999

1 ,000 4,999
5,000 9,999

10,000 19,999
20,000 29,999
30,000 49,999
50,000 99,999

100,000 199,999
200,000 299,999
300,000 399,999

.2 400,000

Number of Bills
31
30
30
32
48

30
38
54
51
32
25
7

kWh
546

11,240
61 ,792

213,698
669,388
665,736

1,418,001
3,445,493
6,718,257
7,691 ,723
7,655,663
2,954,873

Cumulative Bills
Bills Percent of Total

31 7.6%
61 14.9%
90 22.1%

123 30.1%
171 41 .9%

200 49.1%
239 58.5%
292 71 .6%
343 84.1%
376 92.0%
401 98.3%
408 100.0%

Cumulative kWhs
kWh Percent of Tota\

546 0.00%
11,786 0.04%
73,578 0.23%

287,275 0.91 %
956,664 3.04%

1,622,400 5.15%
3,040,401 9.65%
6,485,895 20.59%

13,204,151 41.91%
20,895,874 66.32%
28,551 ,537 90.62%
31 ,506,409 100.00%

Average Customers
Average kwhs
Median kWhs

34
77,222
29,053

LIGHTING DUSK TO DAWN

Existing Wood Pole
New to' Wood Pole (Class 6)
New 30' Metal or Fiberglass

Overhead Services
39,277

8,579
2,821

Existing Wood Pole
New 30' Wood Po\e (Class 6)
New SO' Metal or Fiberg\ass

Underground Services
1,145

810
8,013

TOTAL UNITS 60,645

l l



1 BEFORE THE ARIZONA CORPORATION COMMISSION

2

3

COMMISSIONERS
KRISTIN K. MAYES - CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOD STUMP

4

5

6

7

8

9

10

11

IN THE MATTER OF THE APPLICATION OF
UNS ELECTRIC, INC. FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
THE PROPERTIES OF UNS ELECTRIC, INC.
DEVOTED TO ITS OPERATIONS
THROUGHOUT THE STATE OF ARIZONA.

12
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THiS FILING IS

Resubmission No.ORItem 1: x An Initial (Original)
Submission

These reports are mandatory under the Federal Power Act, Sections 3 4(a), 304 and 309, and

18 CFR 141 .1 and 141 .400. Failure to report may result in criminal fines, civil penalties and

other sanctions as provided by law. The Federal Energy Regulatory Commission does not

consider these reports to be of confidential nature

Exact Legal Name of Respondent (Company)

UNS Electric, Inc.

YearIperiod of Report

End of 2008/Q4

Form 1 Approved
OMB No. 1902-0021
(Expires 12131/2011 )
Form 1-F Approved
OMB No. 1902-0029
(Expires 12/31/2011)
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IDENTIFICATION

01 Exact Legal Name of Respondent
UNS Electric, Inc.

02 Year/Period of Report

End of 2008/Q4

03 Previous Name and Date of Change (if name changedduring year)
/ /

04 Address of Principal Office at End of Period (Street, City State, Zip Code)

One South Church Avenue, Suite 100 Tucson, Arizona 85701

05 Name of Contact Person
Karen G. Kissinger

06 Title of Contact Person
Vice President and Controller

07 Address of Contact Person (Street, City, State, Zip Code)
3950 E Irvington Road Tucson, Arizona 85714

08 Telephone of Contact Personjncluding
Area Code

(520) 571-4000
A Resubmission

09 This Report Is

(1) x An Original (2)

10 Date of Report
(Mo, Da, Yr)

04/18/2009

ANNUAL CORPORATE OFFICER CERTIFICATION

The undersigned officer certifies that:

I have examined this report and to the best of my knowledge, information, aha belief all statements of fact contained in this report are correct statements
of the business affairs of the respondent and the financial statements, and other financial information contained in this report, conform in alt material

respects to the Uniform System of Accounts.

01 Name
Kevin P. Larson

03 Signature

Kevin P. Larson

04 Date Signed

( Mo ,  D o ,  Y r )

04/18/2009
02 Title

Vice President and Treasurer

Title 18. U.S.C. 1001 makes it a crime for any person to knowingly and willingly to make to any Agency or Department of the United States any
false, fictitious or fraudulent statements as to any matter within its jurisdiction.

FERC FORM no. 1I3~Q:
REPORT OF MAJOR ELECTRIC UTILITIES. LICENSEES AND OTHER

FERC FORM No.1I3-Q (REV. 02-041 Page 1



Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

LIST OF SCHEDULES (Electric Ulilify)

Enter in column (c) the terms "none," "not applicable or "NA," as appropriate, where no information or amounts have been reported for

certain pages. Omit pages where the respondents are "none," "not applicable," or "NA",

Line
No.

Title of Schedule

(a)

Reference
Page No.

(b) (c)

Remarks

1 General information 101

2 Control Over Respondent 102

3 Corporations controlled by Respondent 103 N/A

4 Officers 104

5 Directors 105

6 important Changes During the Year 108-109

7 Comparative Balance Sheet 110-113

8 Statement of income for the Year 114.117

9 Statement of Retained Earnings for the Year 118419

10 Statement of Cash Flows 120-121

11 Notes to Financial Statements 122-123

12 Statement of Acc umComp Income, Comp Income, and HedgingActivities 122(a)(b)

13 Summary of Utility Plant & Accumulated Provisions for Dep, Abort & Dep 200-201

14 Nucieaf Fuel Materials 202-203 N/A

15 Electric Plant in Service 204-207

16 Electric Plant Leased to Others 213 NIA

17 Electric Plant Held for Future Use 214

18 Construction Work in Progress-Electric 216

19 Accumulated Provision for Depreciation of Electric Utility Plant 219

20 Investment of Subsidiary Companies 224-225 N/A

21 Materials and Supplies 227

22 Allowances 228-229 N/A

23 Extraordinary PropertyLosses 230 N/A

24 Unrecovered Plant and Regulatory Study Costs 230 N/A

25 Transmission Service and Generation Interconnection Study Costs 231

26 Other Regulatory Assets 232

27 Miscellaneous Deferred Debits 233

28 Accumulated Deferred Income Taxes 234

29 Capital Stock 250-251

30 Other Paid-in Capital 253

31 Capital Stock Expense 254 N/A

32 Long-Term Debt 255-257

33 Reconciliation of Reported Net Income with Taxable Inc for Fed Inc Tax 261

34 Taxes Accrued, Prepaid and Charged During the Year 262-263

35 Accumulated Deferred Investment Tax Credits 256-267 N/A

36 Other Deferred Credits 269

FERC FORM no. 1 (En. 1z-s6) Page 2
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Name of Respondent

UNS Electric, Inc.

This Report is: .
(1) x An Ofigmal
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

LIST OF SCHEDULES (Electric ueasny) (continued)

Enter in column (c) the terms "none," "not applicable," nr "NA," as appropriate, where no information or amounts have been reported for

certain pages. Omit pages where the respondents are "none," "not applicable," or "NA".

Line
No.

Title of Schedule

(a)

Reference
Page No.

(b)

Remarks

(6)

37 Accumulated Deferred Income Taxes-Accelerated Amortization Property 272-273 N/A

38 Accumulated Deferred Income Taxes-other Property 274-275

39 Accumulated Deferred Income Taxes-Other 276-277

40 Other Regulatory Liabilities 278

41 Electric Operating Revenues 300-301

42 Sales of Electricity by Rate Schedules 304

43 Sales for Resale 310-311

44 Electric Operation and Maintenance Expenses 320-323

45 Purchased Power 326-327

45 Transmission of Electricity for Others 328-330

47 Transmission of Elecirlcity by lSOlRTOs 331 N/A

48 Transmission of Electricity by Others 332

49 Miscellaneous General Expenses-Eledric 335

50 Depreciation and Amortization of Electric Plant 336.337

51 Regulatory Commission Expenses 350-351

52 Research, Development and Demcnstratkm Activities 352-353 NIA

53 Distribution of Salaries and Wages 354455

54 Common Utility Plant and Expenses 356 NIA

55 Amounts included in ISOIRTO Settlement Statements 397 N/A

56 Purchase and Sale of Ancillary Services 398

57 Monthly Transmission System Peak Load 400

58 Monthly ISO/RTO Transmission System Peak Load 400a N/A

59 Electric Energy Account 401

so Monthly Peaks and Output 401

61 Steam Electric Generating Plant Statistics 402403

62 Hydroeledcric Generating Plant Statistics 406-407 N/A

83 Pumped Storage Generating Plant Statistics 408~409 NIA

64 Generating Plant Statistics Pages 410~411 N/A

65 Transmission Line Statistics Pages 422423

66 Transmission Lines Added During the Year 424-425

FERC FORM no. 1 (ED. 12-96) Page 3



Name of Respondent

UNS Electric, Inc.

This Report Is: .
(1) x An Original
(2) A Resubmission

Date of Report
(Mo. Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

LisT oF SCHEDULES (Electric utility) (continued)

Enter in column (c) the terms "none," "not applicable," or "NA," as appropriate, where no information or amounts have been reported for

certain pages. Omit pages where the respondents are "none," "not applicable," or "NA".

Line
No.

Title of Schedule

(a)

Referenoe
PageNo.

(b)

Remarks

(c)

67 Substations 426-427

68 Footnote Data 450

Stockholders' Reports Check appropriate box:
Four copies will be submitted

x No annual report to stockholders is prepared

FERC FORM no. 1 (En. 12-96) Page 4



Name of Respondent

UNS Electric, Inc.

This Report Is:
( 1 )  X An Original
(2) A Resubmission

Date of Report
(Mo, Do, YO

04/1812009

Year/Period of Report

2008/Q4End of

GENERAL iNFORMATION

1. Provide name and title of officer having custody of the general corporate books of account and address of
office where the general corporate books are kept, and address of office where any other corporate books of account
are kept, if different from that where the general corporate books are kept.

Karen Kissinger, vice President and Controller
3950 E. Irvington Road
Tucson, Arizona 85714

2. Provide the name of the State under the laws of which respondent is incorporated, and date of incorporation.
If incorporated under a special law, give reference to such law. If not incorporated, state that fact and give the type
of organization and the date organized.

Arizona, January 14, 2003

3. If at any time during the year the property of respondent was held by a receiver or trustee, give (a) name of
receiver or trustee, (b) date such receiver or trustee took possession, (c) the authority by which the receivership or
trusteeship was created, and (d) date when possession by receiver or trustee ceased.

Not Applicable .

4. State the classes or utility and other services furnished by respondent during the year in each State in which
the respondent operated.

Electric utility Service within the State of Arizona.

5, Have you engaged as the principal accountant to audit your financial statements an accountant who is not
the principal accountant for your previous year's certified financial statements?

Yes...Enter the date when such independent accountant was initially engaged:
Nox

(1)
(2)

FERC FORM No.1 (ED. 12-87) PAGE 101



Name of Respondent

UNS Electric, Inc.

This Report is:

( 1 )  x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/period of Report

2008/Q4End of

CONTROL OVER RESPONDENT

1. If any corporation, business trust, or similar organization or a combination of such organizations jointly held
control over the respondent at the end of the year, state name of controlling corporation or organization, manner in
which control was held, and extent of control. If control was in a holding company organization, show the chain
of ownership or control to the main parent company or organization. If control was held by a trustee(s), state
name of trustee(s), name of beneficiary or beneficiaries for whom trust was maintained, and purpose of the trust.

As of December 31, 2008, UNS Electric, Inc. was 100% owned by Unisource Energy Services; Inc. which is 100% owned by

UrliSource Energy Corporation .

FERC FORM no. t (ED. 12-96) Page 102



Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da Yr)
04/18/2009

Yearlperiod of Report
End of 2008/Q4

oFF» cERs

1. Report below the name, title and salary for each executive officer whose salary is $50,000 or more. An 'executive officer" of a
respondent includes its president, secretary, treasurer, and vice president in charge of a principal business unit, division or function
(such as sales, administration or finance), and any other person who performs similar policy making functions,
2. If a change was made during the year in the incumbent of any position, show name and total remuneration of the previous

incumbent, and the date the change in incumbency was made.

Line
No.

Title

(a)

Q"
acerName of

(b)

i
f0favae'84

(C)

1 President James S. Pignatelli' 726,000

2 Vice President and Secretary Raymond S. Heyman 316,006

3 vice President and Treasurer Kevin P. Larson 315,000

4 Vice President and Controller Karen G. Kissinger 249,000

5 Vice President and Genera! Manager Thomas J.Ferry*

6 Vice President Thomas A. McKenna 193,000

7 Vice President David G. Hutchins 206,000

8 Vice President Philip J. Dion' t75,000

9

10

11

12 The reported salaries are presented in total for each

13 employee. Only a portion thereof is allocated to

14 UNS Electric, Inc.

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

FERC FORM no. 1 (ED. 1z-9s) Page 1G4



Name of Respondent

UNS Electric, Inc.

This Report is:
(1)1 An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/period of Repol't

2008/Q4
FOOTNOTE DATA

FERC FORM no. 1 (ED. 12-87) Page 450. 1

schedule Page: 104_ LineY&.._10 Column:a
T h o m a s  J . F e r r y , V . P . a n d  G M  r e t i r e d  e f f e c t i v e  F e b r u a r y  1 , 2 0 0 8 . E f f e c t i v e  M a r c h  1 , 2 0 0 8 ,
Philip Dion was elected Vice President. James s. Pignatelli retired effective December
2008. Paul J. Bona via became President in January 2009.



Name of Respondent

UNS Electric, Inc.

This Resort Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 200B/Q4

DIRECTORS

1. Report Oeiow the information called for concerning each director of the respondent who held office at any time during the year. Include in column (a), abbreviated

lilies of the directors who are officers of the respondent.
2. 'designate members of the Executive Committee by a triple asterisk and the Chairman of the Executive Committee by a double asterisk.

LII]
No.

Name (and Title)o director
fa)

Principal Buglness Address

1 James S. Pignatelli, President Tucson, Arizona

2 Michae! J. DeCon<:ini, Sr. Vice President Tucson, Arizona

3 Raymond S, Heyman, Vice President and Secretary Tucson, Arizona

4

5 see
6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

FERC FORM no. 1 (ED. 12-95) Page 1o5



Name of Respondent

UNS Electric, Inc.

This Report is'
(1) L( An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Line293.3 Column: as¢hé3i1Te Page: 105

Page 450. 1FERC FORM no. 1 ED. 12-87

The UNS Electric Board does not have an Executive Committee. James S. Pignatelli retired
effective December 2008. Paul J. Bonavia became President in January 2009.



Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) A An Original
(2) A Resubmission

Dale of Report

04/18/2009

Year/period of Report
End of 2008/Q4

IMPORTANT CHANGES DURINGTHE QUARTERIYEAR

Give particulars (details) concerning the matters indicated below, Make the statements explicit and precise, and number them in
accordance with the inquiries. Each irlquily should be answered. Enter "none," "not applicable," or "NA" where applicable. if
information which answers an inquiry is given elsewhere in the report, make a reference to the schedule in which it appears.
1. Changes in and important additions to franchise rights: Describe the actual consideration given therefore and state from whom the

franchise rights were acquired. If acquired without the payment of consideration, state that fact.
2. Acquisition of ownership in other companies by reorganization, merger, or consolidation with other companies: Give names of
companies involved, particulars concerning the transactions, name of the Commission authorizing the transaction, and reference to

Commission authorization.
3. Purchase or sale of an operating unit or system: Give a brief description of the property, and of the transactions relating thereto,
and reference to Commission authorization, if any was required. Give date journal entries called for by the Uniform System of Accounts

were submitted to the Commission.
4. important teasehoids (other than leaseholds for natural gas lands) that have been acquired or given, assigned or surrendered: Give
effective dates, lengths of terms. names of parties, rents, and other condition. State name of Commission authorizing lease and give

reference tosuch authorization.
5. Important e>rtension or reduction of transmission or distribution system; State territory added or relinquished and date operations
began or ceased and give reference to Commission authorization, if any was required. State also the approximate number of
customers added or lost and approximate annual revenues of each class of service. Each natural gas company must also state major
new continuing sources of gas made available to it from purchases, development, purchase contract or otherwise,giving location and
approximate total gas volumes available, period of contracts, and other parties to any such arrangements. etc.
6. Obligations incurred as a result of issuance of securities or assumption of liabilities or guarantees including issuance of short-term
debt and commercial paper having a maturity of one year or less. Give reference to FERC or Slate Commission authorization, as

appropriate, and the amount of obligation or guarantee.
7. Changes in articles of incorporation or amendments to charter: Explain the nature and purpose of such changes or amendments.
8. State the estimated annual effect and nature of any important wage scale changes during the year.
9. State briefly the status of any materially important legal proceedings pending at the end of the year, and the results of any such

proceedings culminated during the year.
10. Describe briefly any materially important transactions of the respondent not disclosed elsewhere in this report in which an officer,
director, security holder reported on Page 406, voting trustee, associated company or' known associateofany of these persons was a

party or in which any such person had a material interest.

11, (Reserved.)
12. ff the important changes during the year relating to the respondent company appearing in the annual report to stockholders are
applicable in every respect and furnish the data required by Instructions 1 to 11 above, such notes may be included on this page.
13. Describe fully any changes in officers, directors, major security holders and voting powers of the respondent that may have

occurred during the reporting period.
14. In the event that the respondent participates in a cash management program(s) and its proprietary capital ratio is less than 30
percent please describe the significant events or transactions causing the proprietary capital ratio to be less than 30 percent, and the
extent to which the respondent has amounts loaned or money advanced to its parent, subsidiary, or affiliated companies through a
cash management program(s). Additionally, please describe plans, if any to regain at least a 30 percent proprietary ratio.

PAGE 108 INTENTIONALLY LEFT BI_ANK
SEE PAGE 109 FOR REQUIRED INFORMATION.

I
I
I
I
I

FERC FORM no. 1 (ED. 12-96) Page 108



Name of Respondent

UNS Electric, Inc.

This Report is:
(1) An Original
(2) _ A Resubmission

Date of Report
(Mo, Da, Yr)

04lt8/2009

Year/Period of Report

2008lQ4
IMPORTANT CHANGES DURING THE QUARTER/YEAR (Continued)

FERC FORM no. 1 ED. 12-96 Page 109.1

1.

2.

3.

4.

5.

6.

7.

8.

9.

None

None

None

None

UNS Electric completed construction of 9.03 miles (47,721 feet) of 69kV transmission line on single pole steel

structures. The line was energized on Sept. Le, 2008. The line was constructed for the purpose of providing

Mercator Mine with the additional load requirements needed for their phase l mining expansion. The mine will

be ramping up from approx. BMW to 20/25 MW at full Phase I expansion. No state territory was added or

relinquished and there were no customers added or lost in association with this additional line.

On August 7, 2008, UNS Electric issued $100 million of senior unsecured debt; $50 million at 65%, due 2015 and

$50 million at 7.1%, due 2023 (UNS Electric 2008 Long-Term Debt). The UNS Electric 2008 Long-Term Debt is

guaranteed by UES. The debt was issued under ACC Decision No. 69395 dated March Hz, 2007. See Note 6 Debt

and Capital Lease Obligations.

None

Both union and non-union employees received an average wage increase of approximately 3% in January 2008.

There are no material pending legal or regulatory proceedings to which UNSE is a party, other than the

following which are described in Note z Regulatory Matters or Note 4 Commitments:

• 2008 Rate Order

» Purchased Power and Fuel Adjustment Clause (PPFAC)

Purchased Power Agreement

e Income Statement impact of applying FAS 71-

' Fuel and power transactions

10. None

11. N/A

12. See notes on pages 122 and 123.

13. Gail Boswell was elected Assistant Treasurer on May Z, 2008. Tom Ferry retired as Vice President and General

Manager effective February 1 2008. James s. Pignatelli, President, retired effective December 31, 2008. Paul

J. Bonavia was elected President effective January 1, 2009.

14. N/A



Name of Respondent

UNS Electric, Inc.

This Report Is:
( t ) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, yr)

04/18/2009

Year/Period of Report

End of 2008/Q4

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBfTS)

Line
No.

Title of Account

(a)

Ref,
Page No.

(b)

Current Year
End of Quarter/Year

Balance

(C)

Prior Year
End Balance

12/31

(d)

1 UTILIW PLANT

2 utility Plant (101-w8. 114) 200.201

3 Construction Work in Progress (107) 200-201 18,758,596 14,395,484

4 TOTAL Utility Plant (Enter Total of lines 2 and 3) 467,013,525 444,252,590

5 (Less) Acc um. Prov. for Dear. Abort. Deal. (108, 110, 111, 115) 200-201 274.618,330 265,742,112

6 Net Utility Plant (Enter Total of line 4 less 5) 192,395,195 178,510,478

7 Nuclear Fuel in Process of Ref., Conv.,Enrich., and Fob. (12011) 202~203 0 0

8 Nuclear Fuel Materials and Assemblies-Stock Account (120.2) 0 o

g Nuclear Fuel Assemblies in Reactor (120.3) 0 0

10 Spent NuclearFuel (120.4) 0 0

11 Nuclear Fuel Under Capital Leases (1205) O 0

12 (Less) Acc um. Prov. for Abort. of Nod. Fuel Assemblies (120.5) 202-203 O 0

13 Net Nuclear Fuel (Enter Total of lines 7-11 less 12) o 0

14 Net Utility Plant (Enter Total of lines5 and 13) 192,395,195 178,510,478

15 uuuty Plant Adjustments (116) 122 0 o

to Gas Stored Underground - Noncurrent (t 17) 0 0

17 OTHER PROPERTY AND INVESTMENTS

18 Nonutility Property (121) 521,164 829,027

19 (Less) Acc um. Prov. for Dear. and Abort. (122) o 0

20 investments in Associated Companies (123) 0 0

21 Investment in Subsidiary Companies (123.1 ) 224.225 0 0

22 For Cost of Account 123.1, See Footnote Page 224, line 42)

23 Noncurrent Portion of Allowances 228-229

24 Other Investments (124) 0 o

25 Sinking Funds (125) 0 0

26 Depreciation Fund (126) 0 0

27 Amortization Fund - Federal (127) 0 0

28 Other Special Funds (128) 0 0

29 Special Funds (Non Major Only) (129) 0 0

30 Long-Term Portion of Derivative Assets (175) 1,517,124 7,779,094

31 Long-Term Portion of Derivative Assets - Hedges (176) 0 0

32 TQTAL Other Property and Investments (Lines 18-21 and 23-31) 2,038.288

33 CURREN T AND ACCRUE 11 ASSETS

34 Cash and Working Funds (Nor:-major Only) (130) 0 0

35 Cash (131) 4,635,779 1,563,904

36 Special Deposits (132-134) 6,631,340 11,340

37 Working Fund (135) 28,623 20,784

38 Temporary Cash Investments (136) 4,170,569 1,102,702

39 Notes Receivable (141) o 0

40 Customer Accounts Receivable (142) 10,890,931 10,843,445

41 Other Accounts Receivable (143) 887,753 421.379

42 (Less) Acc um. Prov. for Uncollectible Acct.-Credit (144) 1 ,378,758 848,012

43 Notes Receivable from Associated Companies (145) 0 0

44 Accounts Receivable from Assoc. Companies (146) 4,052,567 243,223

45 Fuel Stock (151) 227 20,661 22,302

46 Fuel Stock Expenses Undistributed (152) 227 0 0

47 Residuals (Elec) and Extracted Products (153) 227 0 0

48 Plant Materials and Operating Supplies (154) 227 8,196,620 7,297,703

49 Merchandise (155) 227 0 0

50 Other Materials and Supplies (156) 227 0 0

51 Nuclear Materials Held for Sale (157) 202-203/227 0 0

52 Allowances (158.1 and 1582) 228-229 0 0

Page 110FERC FORM no. 1 (REV. 12-03)
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Name of Respondent

UNS Electric, Inc.

This Report Is;

(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, YU

04/18/2009

Year/Period of Report

End of 2008/Q4

COMPARATIVE BALANCE SHEET (ASSETS AND OTHER DEBITS Continued)

Line
No. Title of Account

(8)

Ref.
Page No.

(b)

Current Year
End of QuarierNear

Balance

(C)

Prior Year
End Balance

12/31

(d)

53 (Less) Noncurrent Portion of Allowances 0 0

54 Stores Expense Undistributed (163) 227 766,750 357,967

55 Gas Stored Underground - Current (1644) 0 0

56 Liquefied Nature! Gas Stored and Held for Processing (164.2-1646) 0 o

57 Prepayments (165) 896,582 515,301

58 Advtnoes for Gas (166-167) 0 o

59 Interest and Dividends Receivable (171) 70,000 0

60 Rents Receivable (172) 0 0

61 Accrued Utility Revenues (173) 9,992,135 8,144,965

62 Miscellaneous Current and Accrued Assets (174) 260,000 0

63 Derivative lnstrument.Assets (175) 3,101,928 11,214,060

GO (Less) Long~Tenm Portion of Derivative Instrument Assets (175) 1,517,124 7,779,094

65. Derivative Instrument Assets _ Hedges (176) 0 0

66 (Less) Long-Term Portion of Derivative Instrument Assets - Hedges (176 0 0

67 Tota! Current and Accrued Assets (Lines 34 through 65) 51,706,456 33,131,969

GB DEFERRED DEBITS

69 Unamortized Debt Expenses (181 ) 727,761 190,745

70 Emaordirsary Property Losses (1824) 230 0 0

71 Unrecovered Plant and Regulatory Study Costs (182 2) 230 0 0

72 Other Regulatory Assets (182.3) 232 26,602.011 1,803,770

73 Prelim. Survey and Investigation Charges (Electric) (183) 367,591 367,591

74 Preliminary Natural Gas Survey and Investigation Charges 183.1) o o

75 Other Preliminary Survey and Investigation Charges (1832) 0 0

76 Clearing Accounts (184) o 0

77 Temporary Facilities (185) O 0

78 Miscellaneous Deferred Debits (186) 233 3,068 604,406

79 Def. Losses from Disposition of Utility Pit. (187) 0 0

80 Research, Devil. and Demonstration Experzd. (188) 352-353 0 O

81 Unamortized Loss on Reaquired Debt (189) 0 0

82 Accumulated Deferred Income Taxes (190) 234 8,929,175 10,532,742

83 Unrecovered Purchased Gas Costs (191) 0 0

84 Total Deferred Debits (lines 69 through 83) 36,629,606 13.499,254

85 TOTAL ASSETS (lines 14-16. 32, 67, and 84) 282,769,545 233,549,822
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Name of Respondent

UNS Electric, inc. X

This Report is:

(1) An Original
(2) A Rresubmission

Date of Report

(mo, da, yr)
04m8/2009

Year/Period of Report

2008/Q4end of

COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDITS)

Line
No. Title of Account

(a)

Ref.
Page No.

(b)

Current year
End of Quarter/Year

Balance

(c)

Prior Year
End Balance

12/31

(d)

1 PROPRIETARY CAPITAL

2 Common Stock Issued (201) 250-251 10 10

3 Preferred Stock Issued (ZG4) 250-251 0 0

4 Capita( Stock Subscribed (202, 205) 252 o 0

5 Stock Liability for Conversion (203, 206) 252 0 0

S Premium on Capital Stock (207) 252 0 0

7 Other Paid-In Capital(208-211 ) 253 58,886,661 58,616,661

8 Installments Received on Capital Stock (212) 252 0 0

9 (Less) Discount on Capital Stock (213) 254 0 0

10 (Less) Capital Stock Expense (214) 254 0 0

11 Retained Earnings (215, 215.1, 216) 118-119 24,868,535 21 ,140,651

12 Unappropriated Undistributed Subsidiary Earnings (216.1) 118.119 0 0

13 (Less) Reaquired Capital Stock (217) 250-251 o 0

14 Noncorporate Proprietorship (Non-major only) (218) 0 0

15 Accumulated Other Comprehensive Income (219) 122(a)(b) 0 31 ,533

16 Total Proprietary Capital (lines 2 through 15) 83,755,206 79,788,855

17 LONG-TERM DEBT

18 Bonds (221) 25B~257 0 0

19 (Less) Reaquired Bonds (222) 255-257 0 0

20 Advances from Associated Companies (223) 256~257 0 0

21 Other Long-Term Debt (224) 256-257 108s000,000 86,000,000

22 Unamortized Premium on Long-Term Debt (225) 0 0

23 (Less) Unamortized Discount on Long-Term Debt~Deblt (226) 0 0

24 Total Long~Term Debt (lines 18 through 23) 108,000,000 86,000,000

25 OTHER NONCURRENTLIABILITIES

26 Obligations Under Capital Leases Noncurrent (227) 147,247 258,073

27 Accumulated Provision for Property Insurance (228.1) 0 0

28 Accumulated Provision for Injuries and Damages (2282) 129,718 37,848

29 Accumulated Provision for Pensions and Benefits (228.3) 3,586,685 1,816,662

30 Accumulated Miscellaneous Operating Provisions (228.4) 0 0

31 Accumulated Provision for Rate Refunds (229) 0 o

32 Long-Term Portion of Derivative instrument Liabilities 8,730,905 1,651,215

33 Long-Term Portion of Derivative Instrument Liabilities - Hedges 0 0

34 Asset Retirement Obligations (230) 0 o

35 Total Other Noncurrent Liabilities (lines 26 through 34) 12,594,555 3,763,798

36 CURRENT ANDACCRUED LIABILITIES

37 Notes Payable (231) 0 o

38 AccountsPayable (232) 11 ,057,D84 13,438,389

39 Notes Payable to Associated Companies (233) 0 o

40 Accounts Payable to Associated Companies (234) 6,782,852 3,396,262

41 Customer Deposits (235) 4,082,476 3,732,151

42 Taxes Accrued (236) 262-263 1 .597,801 828,075

43 interest Accrued (237) 2,870,339 1 ,889,587

44 Dividends Declared (238) 0 O

45 Matured Long-Term Debt (239) 0 O
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Name of Respondent

UNS Electric, Inc. X

This Report is:
(1) An Original
(2) A Rresubmission

Date of Report

(mo, do, yr)
04/18/2009

Year/Period of Report

2008/Q4end of

COMPARATIVE BALANCE SHEET (LIABILITIES AND OTHER CREDiT(S<lntinued)

Line
No, Title of Account

(a)

Ref.
Page No.

(b)

Current Year
End of QuarterNear

Balance

(C)

Prior Year

End Balance
12/31

(d)

46 Matured Interest (240) 0 o

47 Tax Collections Payable (241 ) 2,381,342 1 ,722,523

48 Miscellaneous Current and Accrued Liabilities (242) 864,429 706,639

49 Obligations Under Capital Leases-Current (243) 102,999 97,022

50 Derivative Instrument Liabilities (244) 26,886,935 2,384,314

51 (Less) Long-Term Portion of Derivative Instrument Liabilities 8,730,905 1,651,215

52 Derivative instrument Liabilities .. Hedges (245) 0 0

53 (Less Long-Term Portion of Derivative Instrument Liabilities-Hedges 0 0

54 Total Current and Accrued Liabilities (lines 37 through 53) 47,895,352 26,543,747

55 DEFERREDCREDITS

56 Customer Advances for Construction (252) 12,605,744 12,102,773

57 Accumulated Deferred Investment Tax Credits (255) 266-267 0 0

58 Deferred Gains from Disposition of Utility Plant (256) 0 0

59 Other Deferred Credits (253) 269 108,575 341 ,526

60 Other Regulatory Liabilities (254) 27B 7,537,488 19,122,125

61 UnamortizedGain on Reaquired Debi (257) O 0

62 Acc um. Deferred Income Taxes-Accel, Amort.(281) 272-277 0 0

63 Acc um. Deferred Income Taxes~Olher Property (282) 10,390,411 5,848,809

64 Acc um. Deferred Income Taxes-Other (283) -117,786 238,188

65 Total Deferred Credits (lines 56 through 64) 30,524,432 37.453.422

66 TOTAL LIABILITIES AND STOCKHOLDER EQUITY (lines 16, 24, 35, 54 and 65) 282,769,545 233,549,822
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

STATEMENT OF INCOME

Quarterly
1, Enter in column (d) the balance for the reporting quarter and in column (e) the balance for the same three month period for the prior year.
2. Report in column (f) the quarter to date amounts for electric utility function, in column (h) the quarter to date amounts for gas utility, and in (j) the

quarter to date amounts for other utility function for the current year quarter.
3. Report in column (g) the quarter to date amounts for electric utility function, in column (i) the quarter to date amounts for gas utility, and in (k) the

quarter to date amounts for other utility function for the prior year quarter.

4. If additional columns are needed place them in a footnote.

Annual or Quarlerty if applicable
5. Do not report fourth quarter data in columns (e) and (f)
6. Report amounts for accounts 412 and 413, Revenues and Expenses from Utility Plant Leased to Others, in another utility columnist a similar manner to

a utility department. Spread the amount(s) over lines 2 thru 26 as appropriate. include these amounts in columns (c) and (d) totals,

7. Report amounts in account 414, Other Utility Operating Income, in the same mannerasaccounts 412 and 413 above.
8. Report data for lines 8, 10 and ti for Natural Gas companies using accounts 404,1, 4042, 4043, 407.1 and 407.2.

Line
No.

Title ofAccount

(a)

(Ref.)
Page No.

(b)

Total

Current Year to

Dale Baianoe for

QuaderNear

to )

Total

Prior Year to

Dale Balance lot

QuarterNear

(d )

Current 3 Months

Ended

Quarterly On{y

No 4th Quarter

(8)

Prior 3 Months

Ended

Quarterly Only

No 4th Quarter

i f )

1 UTILITY OPERATING INCOME

2 Operating Revenues (400) 300-301 194,910,688 188,958,769

3 Operating Expenses

4 Operation Expenses (401) 320.323 162,097,302 135,881,877

5 Maintenance Expenses (402) 320-323 2,616,736 4,141,624

6 Depreciation Expense (403) 336-337 17,444,031 16,923,124

7 Depreciation Expense for Asset Retirement Costs (4034) 336.337

8 Amort8< Dept. of Utility Plant (404-405) 336 337 1,217,115 1,422,650

9 Amory. ofulilizy playAoq_ Adj. (496) 3364337 4,2317731 4,287,271

10 Abort Property Losses, Unrecov plant and Regulatory Study Costs (407)

i t AmorL of Conversion Expenses (407)

12 Regulatory Detziis (407.3) 58,333

13 (Less) Regu\alory Credits (407.4)

14 Taxes Other Than Income Toes (4084) 262-263 3,680,634 3,405,522

15 Income Taxes - Federal (4094) 262~263 -3,812,582 1,817,863

16 - Other (4091) 262-263 -139,010 318,033

17 Provision for Deferred Income Taxes (410.1) 234, 272277 12,945,552 3,788,554

18 (Less) Provision for Deferred Income Taxes-Cr. (4111) 234, 272-277 6,912,276 3,636,965

19 Investment Tax Credit Adj.. Net (411.4) 266

20 (Less) Gains from Disk. of Utility Plant (411 .6)

21 Losses from Disk. of Utility Plant (411.7)

22 (Less) Gains (mm Disposition of Allowances (411 .8)

23 Losses from Disposition of Allowances (411.9)

24 Accretion Expense (411 . 10)

25 TOTAL Utility Operating Expenses (Enter Total of lines thru 24) t84.964,104 'l59,775,021

25 Net Util Over Inc (Enter Tot line 2 less 25) Carry to pgt17Jine 27 9,946,584 9,183,748

I
I
I
I
I
I
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Name of Respondent

UNS Electric, Inc.

This Report ism..
(1) x An Orngmal
(2) A Resubmission

Date of Report
(Mo, Do. Yr)

D4/18/2009

Year/Period of Report
Emf gr 2008/Q4

STATEMENT OF INCOME FOR THE YEAR (Continued)

9. Use page 122 for important notes regarding the statement of income for any account thereof.
10. Give concise explanations concerning unsettled rate proceedings where a contingency exists such that refunds of a material amount may need to be
made to the utilitys customers or which may result in material refund to the utility with respect to power or gas purchases. State for each year effected
the gross revenues or costs to which the contingency relates and the tax effects together with an explanation of the major factors which affect the rights

of the utility to retain such revenues or recover amounts paid with respect to power or gas purchases.
11 Give concise explanations concerning significant amounts of any refunds made or received during the year resulting from settlement of any rate
proceeding affecting revenues received or costs incurred for power or gas porches, and a summary of the adjustments made to balance sheet, income,

and expense accounts.
12. If any notes appearing in the report to stockholders are applicable to the Statement of income, such notes may be included at page 122.
13. Enter on page 122 a concise explanation of only those changes in accounting methods made during the year which had an effect on net income,
including the basis of allocations and apportionments from those used in the preceding year. Also, give the appropriate dollar effect of such changes.

14. Explain in a footnote if the previous year's/quarters figures are different from that reported in prior reports.
15. if the columns are insufficient for reporting additional utility departments, supply the appropriate account titles report the information in a footnote to

this schedule.

ELECTRIC UTILITY GAS UTILITY OTHER UTILITY
Line
No.Current Year to Date

(in dollars)

(9)

Previous Year to Date

(in dollars)

(h)

Current Year to Date
(in dollars)

(3)

Previous Year to Date
(in dollars)

(j)

Current Year to Date

(in dollars)

(k)

Previous Year to Dale

(m d0>aml

(|)

1

168,958,769194,910,688 2

3

162,097,302 135,881 ,877 4

2,616,736 4,141,524 5

17,444,031 15,923,124 6

7

1,217,115 1 ,422550 8

-4,231,731 -4,287,271 9

10

11

58,333 12

13

3,680,634 3,405.522 14

-3,812,582 1,817,863 15

-139,010 318,033 16

12,945,552 3,788,564 17

6,912,276 3,636,965 18

19

20

21

22

23

24

184,954,104 159,775,021 25

9,946,584 9,183.748 26

I

I
I
I
I
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report

STATEMENT OF INCOME FOR THE YEAR (continued)

Line
No.

Title of Account

(a)

(Ref)
Page No.

(b)

TOTAL Currents Months

Ended

Quarterly Only

No 4th Quarter

(e)

Priori Months

Ended

Quarterly Only

North Quarter

(f)

Current Year

(c)

Previous Year

(d)

27 Net Utility Operating Income (Carried forward from page 114) 9,946,584 9,183,748
28 Other Income and Deductions

29 Other income

30 Nonuiilty Opelaling Income

31 Revenues From Merchandising, Jobbing and Contract Work (415)

32 (Less) Costs and Exp. of Merchandising, Job, & Contract Work (416) 651 4,218

33 Revenues From Nonuilliiy Operations (417) 228,035 78,651
34 (Less) Expenses of Nonutility Operations (417. 1) 153,116 35,024
35 Nonoperating Rental Income (418)

36 Equity in Eamings of Subsidiary Companies (418.1) 119

37 Interest and Dividend Income (419) 207,301 289,104
38 Allowance for Other Funds Used During Construction (419.1) 322,168 442,088
39 Miscellaneous Nonoperating income (421)

40 Gain on Disposition of Property (421 .1) 202,205 1,389,950

41 TOTAL Other Income (Enter Total of lines 31 thm40) 805,942 2,170,987
42 Other Income Deductions

43 Loss on Disposition of Properly (4212)

44 Miscellaneous Amortization (425) 340

45 Donations (426.1) 340 79,201 45,318

46 Life Insurance (4262)

47 Penalties(4263)

48 Exp. for Certain GMC. Politicala Relalid Auivmes (426.4) 751 7,199
49 Other Deductions (426.5) 1,080

50 TOTAL Other Income Deducions (Total of lines 43 thru 49) ?9,952 53,597
51 Taxes Applic. to Other Income and Deductions

52 Taxes Other Than Income Taxes (4082) 262-253

5 3 Income Taxes-Federai (4092) 262-263 268,323 694,622

54 Income Taxes-Other (4092) 262-253 58,618 151,748
55 Provision for Deferred lm; Taxes (4102) 234, 272-277

5 6 (Less) Provision for Deferred Income Taxes-Cr, (411 .2) 234, 272-277

57 Investment Tax Credit Adj.-net (411 .5)

58 (Less) Investment Tax Credits (420)

59 TOTAL Taxes on Other Income and Deductions (Total of lines 52-58) 325,941 846,370

60 Net Other Income and Deducions (Total of lines 41, so, 59) 399,049 1,271,020

61 Interest Charges

SO Interest on Long-Tetm Debt (427) 6,379,163 5,053,308

63 Amory of Debt Disc. and Expense (428) 167,085 219,467
64 Amortization of Loss on Reaquired Debt (4283)

65 (Less) Amott. al Premium on Debt-Credit (429)

66 (Less) Amortization of Gain on Reaquired Debt~Cfedit (4291)

67 Interest on Debt to Assoc. Companies (430) 340

68 Other Interest Expense (431) 340 217,612 167,435

69 (Less) Allowance for Borrowed Funds Used During Construction~Cr. (432) 181,815 739,701

70 Net Interest Charges (I'otal of lines 62 lim 69) 6,582,045 5,700,509

71 Income Before Extraordinary items (Total of lines 27, 60 and 70) 3,763,588 4,754,259
72 Extraordinary Items

73 Exuaofdinary Income (434)

74 (Less) Extraordinary Deducions (435)

75 Net Extraordinary items (Tad of line 73 less line 74)

76 Income Taxes Federal and Other (4093) 252-263

77 Extraordinary items After Taxes (line 75 less line 76)

78 Net Income (Total of line71 and 77) 3,763,588 4,754,259

I

I
I
I
I
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Name of Respondent

UNS Electric. Inc.

This Report Is'
(1) x An Original
(2) A Resubmission

Date of Report
(Mo. Da, Yr)
04/18/2009

YearlPeriod of Report
End of 2008lQ4

STATEMENT OF RETAINED EARNINGS

1. Do not report Lines 49-53 on the quarterly version.
2. Report all changes in appropriated retained earnings, unappropriated retained earnings, year to date, and unappropriated

undistributed subsidiary earnings for the year.
3. Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433, 436

- 439 inclusive). Show the contra primary account affected in column (b)
4. State the purpose and amount of each reservation or appropriation of retained earnings.
5. List first account 439, Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained earnings. Follow

by credit, then debit items in that order.
6. Show dividends for each class and series of capital stock.
7. Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Earnings.
8. Explain in a footnote the basis for determining the amount reserved or appropriated. If such reservation or appropriation is to be
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated.
9. If any notes appearing in the report to stockholders are applicable to this statement, include them on pages 122-123.

Line

No.

Item

(a)

Contra Primary
Account Affected

(b)

Current
QuarterNear
Year to Date

Balance

(G)

Previous
QuarterNear
Year to Date

Balance

(d)

UNAPPROPRIATED RETAINED EARNINGS (Account 216)

1 Balance-Beginning of Period

2 Changes

3 Adjustments to Retained Earnings (Account 439)

4
5
6
7
8
9 TOTAL Credits to Retained Earnings (Aw. 439)

10 FAS 158 Pension Plan Change -35,703

11

12

13

14

15 TOTAL Debits Io Retained Earnings (recap. 439) -35,703

16 Balance Transferred from Income (Account 433 less Account 418.1) 3.763.587 4,754,259

11 Appropriations of Retained Eamings (Acct. 436)

18

19

20

21

22 TOTAL Appropriations of Retained Eamlngs (Acct. 436)

23 Dividends Declared-Preferred Stock (Account 437)

24

25

26

27

28

29 TOTAL Dividends Declared-preferred Stock (And. 437)

30 Dividends Declared-Common Stock (Account 438)

31

32

33

34

35

36 TOTAL Dividends Declared-Common Stock (Acct. 438)

37 Transfers from Acc1216. 1, Unapprop. Undistrib. Subsidiary Earnings

38 Balance . End of Period (Total 1,9,15.16,22,29,36,37) 24,868,535 21,140,651

APPROPRIATED RETAINED EARNINGS (Account 215)
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Name of Respondent

UNS Electric, Inc. pr?An Original
A Resubmission

This Re ort Is;
(1)
(2)

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period o{ Report
End of 2008/Q4

STATEMENT OF RETAINED EARNINGS

1, Do not report Lines 49-53 on the quarterly version.
2. Report all changes in appropriated retained earnings, unappropriated retained earnings, year to date, and unappropriated

undistributed subsidiary earnings for the year.
3. Each credit and debit during the year should be identified as to the retained earnings account in which recorded (Accounts 433, 436

- 439 inclusive), Show the contra primary account affected in column (b)
4. State the purpose and amount of each reservation or appropriation of retained earnings.
5. List first account 439, Adjustments to Retained Earnings, reflecting adjustments to the opening balance of retained earnings. FOllow

by credit, then debit items in that order.
6. Show dividends for each class and series of capital stock.
7. Show separately the State and Federal income tax effect of items shown in account 439, Adjustments to Retained Earnings
8. Explain in a footnote the basis for determining the amount reserved or appropriated. if such reservation or appropriation is to be
recurrent, state the number and annual amounts to be reserved or appropriated as well as the totals eventually to be accumulated,
9. If any notes appearing in the report to stodrholders are applicable to this statement, include them on pages 122~123.

Line

No.

Item

(3)

Contra Primary
Account Affected

(b)

Current
Quarter/year
Year to Date

Balance

(C)

Previous
Quarter/Year
Year to Date

Balance

(d)

39

40

41

42

43

44
45 TOTAL Appropriated Retained Earnings (Account 215)

APPROP. RETAINED EARNINGS - AMORT. Resume, Federal (Account 215.1)

46 TOTAL Approp. Retained REamings~Amort. Reserve, Federal (And. 215.1)

47 TOTALApprop. Retained Eamings (Acct. 2th, 215.1) (Total 45,46)

48 TOTALRetained Eamihgs (Acct. 215, 215.1, 216) (Total 38, 47) (216.1) 24,868,535 21,140,651
l_ _U PPR PR4ATED umm SUBSIDIARY EARNINGS AccountI T I

:=3,:=4: :5: .V<: ..44 JO ., = .. .=

Report only on an Annual Basis, no Quarterly

49 BalanceBeginning of Year (Debit or Credit)

50 Equity in Earnings for Year (Credit) (Account 4184)

51 (Less)Dividends Received(Debit)

52

53 Balance-End of Year (Total fines 49 thru 52)
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Name of Respondent

UNS Electric, inc.

This Resort Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

STATEMENT OF CASH FLOWS

(1) Codes to be used:(a) Net Proceeds or Payments;(b)Bonds, debentures and other long-term debt, (c) Include commercial paper; and (d) identify separately such items as

investments, fixed assets, intangibles, etc
(2) information about noncash investing and financing activities must be provided in the Notes to the Financial statements. Also provide a reconciliation between "Cash and Cash

Equivalents at End of Period" with related amounts on the Balance Sheet
(8) Operating Activities - Gther: Include gains and losses pertaining to operating activities only. Gains and tosses pertaining to investing and financing activities should be reported

in those activities. Show in the Notes to the Financials the amounts of interest paid (net of amount capitalized) and income taxes paid.
(4) investing Activities: include at Other (line 31) net cash outflow to acquire other companies. Provide a reconciliation of assets acquired with liabilities assumed in the Notes to
the Financial Statements. Do not include on this statement the dollar amount of leases capitalized per the USotA General fristruction 20, instead provide a reconciliation of the

dollar amount of leases capitalized with the plant cost.

Line
No,

Description (See instruction No. 1 for Explanation of Codes)

(a)

Current Year to Date
Quarter/Year

(b)

Previous Year to Date
Quarter/Year

(c)

1 Net Cash Flow from Operating Activities:

2 Net Income (Line 78(c) on page 117) 3,764,000 4,754,000

3 Noncash Charges (Credits) to income:

4 Depreciation and Depletion 13,574,000 13,029,000

5 Amortization of Deferred Debt~Related Costs 154,000 219,000

6 Provision for Bad Debt 1,201,00U 763,000

7 Other -1,127,000 8,505,000

8 Deferred income Taxes (Net) 6,034,000 152,000

9 Investment Tax Credit Adjustment (Net)

10 Net (increase)Decrease in Receivables -6,232,000 »1 .977,oco

11 Net (Increase)Decrease in Inventory -1 ,306,000 160,000

12 Net (Increase) Decrease in Allowances tnventosy

13 Net Increase (Decrease) in Payables and Accrued Expenses 2,633,000 ,1 ,209,000

14 Net (Increase) Decrease in Other Regulatory Assets -25,058,000 895,000

15 Net Increase (Decrease) in Other Regulatory Liabilities -11 ,5a5,000 7,714,000

16 (Less) Allowance for Ottxer Funds Used During Construction 322,000 442,000

17 (Less) Undistributed Earnings from Subsidiary Companies

18 31,391,000 -9,270,000

19

20

21

22 Net Cash Provided by (Used in) Operating Activities (Total 2 thru 21) 131121,000 21 ,994,000

23

24 Cash Flows from Investment Activities:

25 Construction and Acquisition of plant (including land):

26 Gross Additions to Utility Plant (less nuclear fuel) -29,664,000 -37,582,000

27 Gross Additions to Nuclear Fuel

28 Gross Additions to Common Utility Plant

29 Gross Additions to Nonutillty Plan! 108,000 -629,000

30 (Less) Allowance for Other Funds Used During Construction -322,000 -442,000

31 Other (provide details in footnote);

32

33

34 Cash Outflows for Plant (Total of lines 26 thru 33) -29,234,000 -377769,000

35

36 Acquisition of Other Noncurrermt Assets (d)

37 Proceeds from Disposal of Noncurrent Assets (d)

38 Proceeds from Sale of Land 80,000 1 ,376_000

39 Investments in and Advances to Assoc, and Subsidiary Companies

40 Contributions and Advances from Assoc. and Subsidiary Companies

41 Disposition of investments in (and Advances to)

42 Associated and Subsidiary Companies

43

44 Purchase of Investment Securities (a)

45 Proceeds from Sales of Investment Securities (a)
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Name of Respondent

UNS Electric, Inc.

This Report is:_ .
(1) x An Oneal
(2) A Resubmission

Date of Report
(Mo,Da, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

STATEMENT 0F CASH FLOWS

(1) Codes to be used:(a) Net Proceeds or Payments1(b)i3onds, debentures and other long~term debt; (c) include commercial vaoen and (d) Identify separately such items as

investments, fixed assets, intangibles, etc.
(2) Information about rioncasln investing and financing activities must be provided in the Notes to the Financial statements. Also provide a reconciliation between "Cash and Cash

Equivalents at End of Period" with related amounts on the Balance Sheet.
(3) Operating Activities - Other: Include gains and losses pertaining to operating activities only. Gains and tosses pertaining lo investing and financing activities should be reported

in those activities. Show in the Notes to the Financials the amounts of interest paid (net of amount capitalized) and income taxes paid.
(4) Investing Activities: Include at Other (line at) rel cash outflow to acquire other companies. Provide a reconciliation of assets acquired with liabilities assumed in the Notes to
the Financial Statements Do not include on this statement the dollar amount of leases capitalized per the USofA Genial instruction 20, instead provide a reconciliation of the

dollar amount of leases capitalized with the plant cost.

Line
No.

Descript ion (See Ins truc t ion No. 1 for Explanat ion of Codes)

(a)

Current Year to Dale
CtuarterNear

(b)

Previous Year to Date

QuarterNear

(C)

46 Loans Made or Purchased

47 Collections on Loans

48

49 Net (Increase) Decrease in Receivables

50 Net (Increase) Decrease in Inventory

51 Net (Increase) Decrease in Allowances Held for Speculation

52 Net Increase (Decrease) in Payables and Accrued Expenses

53 Other (provide details in footnote):

54

55

56 Net Cash Provided by (Used in) Investing Activities

57 Total of lines 34 thru 55) -29,154,000 -36,393,000

58

59 Cash Flows from Financing Activities:

60 Proceeds from Issuance of:

61 Long-Term Debt (b) 100,000,000

62 PreferredStock

63 Common Stock

64 Cther (provide details in footnote):

65 Borrowings under Revolving Credit Facility 2e,000_000 14,000,000

BE Net increase in Short-Term Debt (c)

67 Other 1 ,326,000 2,835,000

68 Equity Investment from UniSource Energy 10,000,000

69 Equity investment in UNS Electric 270,000

70 Cash Provided by Outside Sources (Total 61 thru 69) 127,596,000 25,835,000

71

72 Payments for Retirement of:

73 Long-tem Debt (b) .60,000.000

74 Preferred Stock

75 Common Stock

75 Other -1 ,320,000 -7,512,000

77 Payment to Retire Capital Lease Obligator -104.000 -85_000

78 Net Decrease in Short-Term Debt (c)

79 Borrowings umber Revolving Credit Facility ~44,000,000 -7,000,000

80 Dividends on Preferred Stock

81 Dividends on Common Stock

82 Net Cash Provided by (used in) Financing Activities

83 (Total of lines 70 thru 81) 22,172,000 12,238,000

84

85 Net Increase (Decrease) in Cash and Cash Equivalents

86 (Total of lines 22,57 and 83) 6,139,000 -2,1st,000

87

88 Cash and Cash Equivalents at Beginning of Period 2,667,000 4,828,000

89

90 Cash and Cash Equivalents at End of period 8,806,000 2,667,000

I
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Schedule Pa e: 120 Line No ' 18 Column: a _f
2007

Current Assets
Current Liabilities

$ S

s

2008 _
16,479,000
14,912,000
31,391,000 S

(9,270,000)
(9,270,000)
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NOTES TO FINANCIAL STATEMENTS

1. Use the space below for important notes regarding the Balance Sheet, Statement of Income for the year, Statement of Retained
Earnings for the year, and Statement of Cash Flows, or any account thereof. Classify the notes according to each basic statement,
providing a subheading for each statement except where a note is applicable to more than one statement.
2. Furnish particulars (details) as to any significant contingent assets or liabilities existing at end of year, including a brief explanation of
any action initiated by the internal Revenue Sen/ice involving possible assessment of additional income taxes of material amount, or of
a claim for refund of income taxes of a material amount initiated by the utility. Give also a brief explanation of any dividends in arrears

on cumulative preferred stock.
3. For Account 116, Utility Plant Adjustments, explain the origin of such amount, debits and credits during the year, and plan of
disposition contemplated, giving references to Commission orders or other authorizations respecting classification of amounts as plant

adjustments and requirements as to disposition thereof.
4. Where Accounts tea, Unamortized Loss on Reacquired Debt, and 257, Unamortized Gain on Reacquired Debt, are not used, give
an explanation, providing the rate treatment given these items. See General instruction 17 of the Uniform System of Accounts.
5. Give a concise explanation of any retained earnings restrictions and state the amount of retained earnings affected by such

restrictions.
6. If the notes to financial statements relating to the respondent company appearing in the annual report to the stockholders are
applicable and furnish the datarequiredby instructions above and on pages 114-121, such notes may be included herein.
7. For the SQ disclosures, respondent must provide in the notes sufficient disclosures so as to make the interim information not
misleading. Disclosures which would substantially duplicate the disclosures contained in the most recent FERCAnnual Report may be

omitted.
8.. For the SQ disclosures, the disclosures shall be provided where events subsequent to the end of the most recent year have occurred
which have a material effect on the respondent. Respondent must include in the notes significant changes since the most recently
completed year in such items as; accounting principles and practices, estimates inherent in the preparation of the financial statements,
status of long-term contracts, capitalization including significant new borrowings or modifications of existing financing agreements, and
changes resulting from business combinations or dispositions. However were material contingencies exist, the disclosure of such
matters shall be provided even though a significant change since year end may not have occurred.
s. Finally, if the notes to the financial statements relating to the respondent appearing in the annual report to the stockholders are
applicable and furnish the data required by the above instructions, such notes may be included herein.

PAGE t22 INTENTIONALLY LEFT BLANK
SEE PAGE 123 FOR REQUIRED INFORMATION.

l
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Cash and cash equivalents include cash on hand and highly liquid investments with original maturities of three months or
less.

The "Cash and Cash Equivalents" on page 121 agrees to the Comparative Balance Sheet on page t10.

Cash (Account 131)
Temporary Cash Investments (Account 136)
Total Cash and Cash Equivalents at End of Period

$
$
$

4,635,779
4,170,669
8,806,448

Page 120, Instruction 3:

Interest Paid (Net of Amounts Capitalized)
income Taxes Paid

$ 4,998,000
$ 1,200,000

Page 122, Instruction 2:
See Note 7, Commitments and Contingencies in the Notes to the Financial Statements.

Page 122, Instruction 6:
Notes to the Financial Statements as follows:

NOTE 1. NATURE OF OPERATIONS

UNS Electric, Inc. (UNS Electric) is an electric transmission and distribution company serving approximately 90,000 retail
customers in Mohave and Santa Cruz counties. UniSource Energy Services, Inc, (UES), an intermediate holding
company, owns all of the common stock of UNS Electric and UNS Gas, inc. UniSource Energy Corporation (UniSource
Energy) owns all of the common stock of us.

References to "we" and "our" are to UNS Electric.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION

Our accounting policies conform to accounting principles generally accepted in the United States of America (GAAP),
including the accounting principles for rate-regulated enterprises. These financial statements include UNS Electric's
accounts which are prepared in accordance with the accounting requirements from the Federal Energy Regulatory
Commission (FERC) as stated in its applicable Uniform System of Accounts and published accounting releases. The
basis of accounting differs from financial statements under accounting principles generally accepted in the United States of
America (GAAP) in significant respects. Following are the FERC to GAAP differences:

Statement of Cash Flows Difference

The Statement of Cash Flows included in the financial statements differs from the GAAP presentation. The FERC
requires the use of the indirect method to reconcile net income to cash provided by or used in operating activities while
GAAP encourages the use of the direct method with a reconciliation of net income to net cash from the operating activities
as a supplemental schedule.

• Asset Retirement Obligation

The accumulated net removal costs for UNS Electric's regulated plant assets that do not meet the definition of an
asset retirement obligation under SFAS 143 are classified as a regulatory liability under GAAP and as accumulated
depreciation under FERC.
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Other Differences

The FERC requires current maturities of long-term debt to be classified as long-term debt, while GAAP requires such
maturities to be classified as a current liability. Accumulated deferred income taxes are classified as current and
non-current for GAAP, while FERC classifies all accumulated deferred taxes as non-current. Accumulated deferred
income tax assets may not be netted against accumulated deferred income tax liabilities.

ACCOUNTING FOR RATE REGULATION

The Arizona Corporation Commission (ACC) and the Federal Energy Regulatory Commission (FERC) regulate portions of
UNS Electric's utility accounting practices and electric rates. The ACC has authority over certain rates charged to retail
customers, the issuance of securities, and transactions with affiliated parties. The FERC regulates UNS Electric's rates
for wholesale power sales and interstate transmission services.

\

UNS Electric generally uses the same accounting policies and practices used by unregulated companies for financial
reporting under GAAP. However, sometimes these principles, such as the Financial Accounting Standards Board's
(FASB) Statement of Financial Accounting Standards No. 71, Accounting for the Effects of Certain Types of Regulation
(FAS 71), require special accounting treatment for regulated companies to show the effect of regulation. For example, in
setting UNS Electric's retail rates, the ACC may not allow UNS Electric to currently charge our customers to recover
certain expenses, but instead may require that these expenses be charged to customers in the future. in this situation,
FAS 71 requires that UNS Electric defer these items and show them as regulatory assets on the balance sheet until we
are allowed to charge our customers. UNS Electric then amortizes these items as expense to the income statement as
those charges are recovered from customers. Similarly, certain revenue items may be deferred as regulatory liabilities,
which are also eventually amortized to the income statement as rates to customers are reduced.

The conditions a regulated company must satisfy to apply the accounting policies and practices of FAS 71 include:

an independent regulator sets rates;
the regulator sets the rates to recover the specific costs of providing service, and
the service territory lacks competitive pressures to reduce rates below the rates set by the regulator,

FAS 71 may, at some future date, be discontinued due to changes in the regulatory and competitive environments. If
UNS Electric stopped applying FAS 71 to its regulated operations, it would write off the related balances of its regulatory
assets as an expense and would write off its regulatory liabilities as income on its income statement. UNS Electric's cash
flows would not be affected if it stopped applying FAS 71 unless a regulatory order limited its ability to recover the cost of
its regulatory assets. We believe our electric operations continue to meet the criteria for FAS 7t ,See Note 3.

UTILITY PLANT

UNS Electric reports its utility plant at cost. Utility plant includes material and labor costs, contractor costs, construction
overhead costs, and an allowance for funds used during construction (AFUDC). We charge maintenance and repairs to
operating expense as incurred.

AFUDC represents the estimated cost cf debt and equity funds that finance utility plant construction. We recover AFUDC
in rates through depreciation expense over the useful life of the related asset. UNS Electric imputed the cost of capital on
construction expenditures at an average rate of 8.84% for 2008 and 13.51% for 2007. The component of AFUDC
attributable to borrowed funds is included as a reduction of Other Interest Expense on the income statement and totaled
$0.2 million in 2008 and $0.7 million in 2007. The equity component is included in interest income and totaled $0.3 million
in 2008 and $0.4 million in 2007.

We compute depreciation of utility plant on a straight-line basis over the service lives of the assets. The average annual
depreciation rates for UNS Electric's utility plant were 447% in 2008 and 4.60% in 2007.
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CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash on hand and highly liquid investments with original maturities of three months or
less,

MATERIALS AND SUPPLIES

UNS Electric carries materials and supplies in inventory at the lower of average cost or market.

COMPUTER SOFTWARE COSTS

UNS Electric capitalizes all costs incurred to purchase computer software and amortizes those costs over the estimated
economic life of the product. We would immediately expense capitalized computer software costs if the software were
determined to be no longer useful.

DEBT

We defer costs related to the issuance of debt. These costs include underwriters' commissions, discounts or premiums,
and other costs such as legal, accounting and regulatory fees and printing costs, We amortize these costs over the life of
the debt using the straight~lirle method, which approximates the effective interest method. Unamortized debt issuance
costs were $0.7 million at December 31, 2008 and $0.2 million at December 31, 2007, See Note 6.

UTILITY OPERATING REVENUES

UNS Electric records utility operating revenues when services are provided or commodities are delivered to customers.
Operating revenues include unbilled revenues which are earned (service has been provided) but not billed by the end of an
accounting period.

Amounts delivered are determined through systematic monthly readings of customer meters. At the end of the month, the
usage since the last meter reading is estimated and the corresponding unbilled revenue is calculated. Unbilled revenue is
calculated based on daily generation or purchased volumes, estimated customer usage by class, estimated line losses
and estimated average customer rates, Accrued unbolted revenues are reversed the following month when actual billings
occur. The accuracy of the unbilled revenue estimate is affected by factors that include fluctuations in energy demands,
weather, line losses, and changes in the composition of customer classes.

UNS Electric has rate-adjustment mechanisms in place that allow for a revenue surcharge or surcredit (that adjusts the
customers base rate for delivered purchased power) to collect or return under- or over- recovery of costs. These
rate-adjustment mechanisms are revised periodically and may increase or decrease the level of costs recovered through
base rates for any difference between the total amount collected under the clauses and the recoverable costs incurred.
See Note 3.

We record an allowance for our estimate of revenues billed for which collection is doubtful. UNSE establishes an
allowance for doubtful accounts based on historical collection experience and any specific customer collection issues.

Other Revenues primarily consist of miscellaneous fees, including service connection and Fate fees, and rental revenue
from pole attachments.

PURCHASED ENERGY COSTS

UNS Electric defers differences between purchased energy costs and the recovery of such costs in rates. UNS Electric
adjusts future billings for such deferrals through the use of a Purchased Power and Fuel Adjustment Clause (PPFAC)
approved by the ACC. The PPFAC allows for a revenue surcharge or surcredit (that adjusts the customers' base rate for
delivered purchased power) to collect or return under or over recovery of costs.
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RELATED PARTY TRANSACTIONS

UNS Electric receives certain corporate, operation and administrative support services from affiliates. These costs consist
primarily of employee compensation and benefits. Tucson Electric Power Company (TEP), a regulated public utility
serving retail electric customers in southern Arizona, is UniSource Energy's largest operating subsidiary. Services from
TEP totaled $8 million in 2 in 2007. Services from UNS Gas totaled $0.1 million in 2008 and in 2007. Southwest
Energy Solutions, Inc., another UniSource Energy affiliate, charged UNS Electric $0.9 million in 2008 and $1 million in
2007 for meter reading services.

as

In 2008, TEP and UNS Electric began selling power to each other at prices based on the Dow Jones Four Corners Daily
Index. TEP had wholesale power sales to UNS Electric of $24 million. UNS Electric had wholesale power sales of $9
million to TEP.

In 2008, TEP charged UNS. Electric $2 Million for control area services. No such Services were provided in 2007.

In May 2008, UED began providing energy from its Black Mountain Generaljng Station (BMGS) to UNS Electric, through a
power sale agreement. UED charged UNS Electric $7 million for this energy. UNS Gas charged UNS Electric $7 million
for gas used by the BMGS facility.

INCOME TAXES

GAAP requires us to report some of our assets and liabilities differently for our financial statements than we do for income
tax purposes. We reflect the tax effects of these differences as defeaTed income tax assets or liabilities in our balance
sheets. We measure these deferred tax assets and liabilities using current income tax rates, Federal and state income
tax credits are accounted for as a reduction of income tax expense in the year in which the credit arises.

UNS Electric is a member of the UniSource Energy consolidated income tax filing, UNS Electric is allocated income taxes
based on its taxable income and deductions as reported in the UniSource Energy consolidated and/or combined tax return
filings. The tax liability is allocated in accordance with the income tax regulations. As a result, the regular tax liability of
UNS Electric is calculated on a stand alone basis and the liability is then owed to UniSource Energy through intercompany
accounts, UniSource Energy has the ultimate responsibility for payment of consolidated tax liabilities to taxing authorities
and maintaining intercompany tax accounts with its subsidiaries, The Alternative Minimum Tax (AMT) liability of UNS
Electric is also computed in accordance with tax regulations. This method for allocating consolidated AMT among group
members considers the contribution that one member's AMT attributes provide in offsetting the consolidated AMT liability
that would otherwise result if the member were not included in the consolidated group.

TAXES OTHER THAN INCOME TAXES

UNS Electric acts as a conduit or collection agent for excise tax (sales tax) as well as franchise fees and regulatory
assessments. UNS Electric records liabilities payable to governmental agencies when it charges its customers for these
amounts. Neither the amounts charged nor payable are reflected in the income statement.

RENEWABLE ENERGY STANDARDS TARIFF (REST)

In June 2008, the ACC approved a REST surcharge for UNS Electric. The surcharge is intended to recover the cost of
qualified renewable expenditures, such as payments to customers who have renewable energy resources or the
incremental cost of renewable power generated or purchased by UNS Electric. To the extent that the surcharge matches
qualified renewable expenditures, UNS Electric recognizes revenue that is reflected in the income statement as Other
Revenue. Any surcharge collected in excess of qualified renewable expenditures will be reflected in the financial
statements as a regulatory liability. Conversely, qualified renewable expenditures in excess of the REST surcharge will be
reflected as a regulatory asset. See Note 3.
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DERIVATIVE FINANCIAL INSTRUMENTS

UNS Electric is exposed to energy price risk associated with its purchased power requirements, volumetric risk associated
with its seasonal load and operational risk associated with its power plants, transmission and transportation systems. This
risk is mitigated through the PPFAC mechanism which provides an adjustment to UNS Electric's retail rates to recover the
actual costs of purchased power, transmission and transportation. UNS Electric further reduces its risks through a variety
of derivative and non-derivative instruments. See Note 4.
On the date the company enters into a contract that is considered a derivative instrument, we apply one of the foilowirig
accounting treatments:

Cash Flow Hedges: UNS Electric has no cash flow hedges.

Mark-to-Market transactions; UNS Electric derivatives such as forward power purchases arid gas swaps that did
not qualify for cash flow hedge accounting treatment or did not qualify for the normal scope exception. In
December 2006, UNS Electric received authorization from the ACC to defer the unrealized gains and losses on
the balance sheet as a regulatory asset or a regulatory liability rather than a component of AOCI or in the income
statement.

These mark-to-market contracts are subject to specified risk parameters established and monitored by UniSource
Energy's Risk Management Committee.

Normal Purchase and Normal Sale transactions are forward energy purchase and sales contracts entered into
by UNS Electric to support the current load forecast and entered into with counterparty with load sewing
requirements or generating capacity. These contracts are not required to be marked-to-market and are accounted
for on an accrual basis. On an ongoing basis we evaluate our counterparties for non~performance risk to ensure it
does not impact our ability to obtain the normal scope exception. .

We consider the effect of counterparty credit risk in determining the fair value of derivative instruments that are in a net
asset position, after incorporating collateral posted by counterparties, and allocate the credit risk adjustment to individual
contracts, We also incorporate the impact of our own credit risk, after considering collateral posted, on instruments that
are in a net liability position and allocate the credit risk adjustment to all individual contracts.

We present cash collateral and derivative assets and liabilities, associated with the same counterparty, separately in our
financial statements and we bifurcate all derivatives into their current and long-term portions on the balance sheet.

FAIR VALUE OF FINANCIAL INSTRUMENTS NOT CARRIED AT FAIRVALUE

The carrying amounts of our current assets and liabilities approximate fair value because of the short maturity of these
instruments.

UNS Electric's senior unsecured notes of $100 million outstanding at December 31, 2008 and $60 million outstanding at
December 31, 2007 have estimated fair value of $97 million and $60 million, respectively. UNS Electric used quoted
market prices, where available, or calculated the present value of remaining cash flows at the balance sheet date using
current market rates for bonds with similar characteristics with respect to credit rating and time-to~maturity. In 2008, we
also incorporate the impact of our own credit risk using a credit default swap rate when determining the fair value of fixed
rate long-term debt.

The use of different market assumptions andlor estimation methodologies may yield different estimated fair value
amounts.

Borrowings under the revolving credit facility outstanding of $8 million at December 31, 2008 have an estimated fair value
of $8 million. UNS Electric considers the principal amounts of variable rate debt to be a reasonable estimate of their fair
value.
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EVALUATION OF ASSETS FOR IMPAIRMENT

UNS Electric evaluates its Utility Plant and other long-lived assets for impairment whenever events or circumstances occur
that may indicate the carrying value of the assets may be impaired. If the fair value of the asset, determined based on the
undiscounted expected future cash flows, from the long-lived asset is less than the carrying value of the asset, impairment
would be recorded,

ASSET RETIREMENT OBLIGATIONS

FASB Statement of Financial Accounting Standards No. 143, Accounting for Asset Retirement Obligations (FAS 143)
requires entities to record the fair value of a liability for a legal obligation to retire an asset in the period in which the liability
is incurred. FASB Interpretation No. 47, Accounting for Conditional Asset Retirement Obligations (FIN 47), requires
entities to record the fair value of a liability regarding a legal obligation to perform asset retirement activity in which the
timing and (or) method of settlement are conditional on a future event that may or may not be within the control of the
entity. We record a liability when we are able to reasonably estimate the fair value of any future obligation to retire as a
result of an existing or enacted law, statute, ordinance or contract. We also record a liability for the fair value of a
conditional asset retirement obligation if the fair value can be reasonably estimated. When the liability is initially recorded,
we capitalize a cost by increasing the carrying amount of the related long-lived asset. Over time, we adjust the liability to
its present value by recognizing accretion expense as an operating expense in the income statement each period, and the
capitalized cost is depreciated over the useful life of the related asset. Upon settlement of the liability, we either settle the
obligation for its recorded amount or incur a gain or loss if the actual costs differ from the recorded liability amount.

UNS Electric records cost of removal for its transmission and distribution assets through depreciation rates and recovers
those amounts in rates charged to its customers. There are no legal obligations associated with these assets. UNS
Electric has recorded its obligation for estimated costs of removal as a component of accumulated depreciation.

RECENTLY ISSUED AccounTinG STANDARDS

UNS Electric adopted the following recently issued accounting standards:

• FAS 157, Fair Value Measurement, issued September 2006, defines fair value, establishes a framework for
measuring fair value, and expands disclosures about fair value measurements, FAS 157 clarifies that the
exchange price is the price in the principal market in which the reporting entity would transact for the asset or
liability. See Note 10.

FSP FAS 157-3, Determining the Fair Value of a Financial Asset When the Market for That Asset is Not Active .-
issued and effective October 2008, provides guidance clarifying how FAS 157 Fair Value Measures (FAS 157)
should be applied in markets that are not active. The guidance reaffirms the notion of fair value as an exit price as
of the measurement date. The FSP emphasizes that approaches other than the market value approach to
determine fair value, such as the use of management's internal assumptions about future cash flows and
appropriately risk-adjusted discount rates, may be appropriate. See Note 10.

The following recently issued accounting standards are not yet reflected in the UNS Electric financial statements:

FAS 161, Disclosures About Derivative Instruments and Hedging Activities an amendment to FAS 133,
Accounting for Derivative Instruments and Hedging Activities, issued March 2008, requires enhanced disclosures
about an entity's derivative and hedging activity. The standard requires that the objectives for using derivative
instruments be disclosed in terms of underlying risk so that the reader understands the purpose of derivative use
in terms of the risks that the entity is intending to manage. The standard also requires disclosure of the location in
the financial statements of derivative balances as well as the location of gains and losses incurred during the
reporting period. The standard will be applicable for fiscal years or interim periods beginning on or after November
15, 2008 with early adoption encouraged. We will adopt the requirements of this pronouncement in the first
quarter of 2009,
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FSP FAS t 32(R)-1 Employers' DiSclosures about Posfretiremenf Beriefif Plan Assets issued in December 2008,
amends Statement 132(R)-1 to require more detailed disclosures about employers' plan assets, including
employers' investment strategies, major categories of plan assets, concentrations at risk within plan assets, and
valuation techniques used to measure the fair value of plan assets. We will adopt the requirements of this
pronouncement in our December 31, 2009 year-end financial statements.

USE OF ACCOUNTING ESTIMATES

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

NOTE 3. REGULATORY MATTERS

2008 UNS Electric Rate Order

In the May 2008 rate order, the Acc approved a rate increase of 2.5% ($4 million) effective in June 2008. As a result of
the May 2008 rate order limiting recover/ of deferred rate case costs, UNS Electric expensed $0.3 million of the $06
million deferred costs in May 2008.

Purchased Power and Fuel Adjustment Clause (PPFAC)

UNS Electric's retail rates include a PPFAC, which allows for a separate surcharge or surcredit to the base rate for
delivered purchased power to collect or return under- or over-recovery of costs. Allowable PPFAC costs include fuel,
purchased power (less proceeds from most wholesale sales) and transmission costs.

As part of the May 2008 ACC rate order, a new PPFAC rate of approximately $0.087 per kph took effect on June 1, 2008.
The PPFAC mechanism has a forward component and a true-up component. The forward component of the PPFAC rate

is based on forecasted fuel and purchased power costs. The true-up component reconciles actual fuel and purchased
power costs with the amounts collected in the preceding PPFAC year and any amounts to be refunded collected from
customers in the coming year's PPFAC rate. The true-up component is updated on June 1 of each year, beginning June
1, 2009. The retail rates prior to June 2008 included a charge for fuel and purchased power of approximately $0.07 per
kph (base rate recovery of $0.052 per kph and a transmission surcharge of $0.018).

The following table shows the balance of over~recovered purchased power costs:

December 31,
2008 2007

- Thousands of Dollars -

s 308 $ (4,025)
Under (Over) Recovered Purchased Power Costs - Regulatory Basis as Billed to
Customers
Estimated Purchased Power Costs Recovered through Accrued Unbilled
Revenues
(Over) Recovered Purchased Power Costs (PPFAC) $

(6,768)
(6,460) $

(5,262)
(9,287)

At December 31, 2008 and 2007, the PPFAC balance is reported as Regulatory Liabilities
Energy Costs.

Over-Recovered Purchased

Purchased Power Agreement

In June 2008, UED and UNS Electric entered into a 5-year Power Purchase Agreement (PPA) under which UED sells all
the output of BMGS to UNS Electric, The PPA is a tolling arrangement in which UNS Electric takes operational control of
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BMGS and assumes all risk of operation and maintenance costs, including fuel, UNS Electric accounts for the PPA as an
operating lease. The costs associated with the PPA are recoverable through UNS Electric's PPFAC.

Other Regulatory Assets and Liabilities

UNS Electrics regulatory assets and liabilities were as follows:

December 31 ,
2008 2007

- Thousands of Dollars -

23,785
2,575

260
241

1.006
665

-

600
132

(10,548)
(871)
(207)

(2,067)

Regulatory Assets
Derivatives Instruments (Acct. 1823)
Pensions and Other Post Retirement Benefits (Acct. 182,3)
Self-insured Medical and Short-Term Disability Assets (Acct. 174)
Rate Case Costs (Acct. 1823)
Deferred Environmental Portfolio Costs (Acct. 182.3)

Regulatory Liabilities
Net Cost of Removal for interim Retirements (Acct, 108)
Renewable Energy Standards Tariff REST (Acct. 254)
Demand-Side Management (Acct. 254)
Derivative Instruments (Acct. 254) cu (9,836)

Regulatory assets are either being collected in rates or are expected to be collected through rates in a future period,
described beiowz

as

n Derivative instruments represent the unrealized gains or losses on contracts entered into to hedge the variability of
purchased energy costs that are expected to be recovered through the PPFAC. UNS Electric does not earn a
return on these costs.
Pensions and Other Post Retirement Benefits represent the unfunded status of UNS Electric's share of the UES
pension and other postretirement benefit plans that it expects, based on past regulatory actions, to recover
through rates. UNS Electric does not earn a return on these costs.
Self-lnsured Medical and Short-Term Disability assets are recorded based on historical ratemaking treatment
allowing UNS Electric to recover self-insured medical costs and short-term disability costs on a pay~as~you-go or
cash basis. While these assets do not earn a return, they are fully recovered in rates over an approximate
one~year period.
In May 2008, the ACC approved recovery of $300K of rate ca.se costs, over 3 years. UNS Electric does not earn a
return on the regulatory asset balance.

Regulatory liabilities represent items that UNS Electric expects to pay to customers through billing reductions in future
periods or use for the purpose for which they were collected from customers, as described below:

Net Cost of Removal for Interim Retirements represents an estimate of the cost of future asset retirement
obligations. These are amounts collected through revenue for the net cost of removal of interim retirements for
which removal costs have not yet been expended.
Renewable Energy Standards Tariff (REST) represents the REST surcharge collected in excess of qualified
renewable expenditures. The ACC approved a REST surcharge for UNS Electric, effective June 1, 2008, to allow
UNS Electric to recover the cost of qualified renewable expenditures, such as Payments to customers who have
renewable energy resources or the incremental cost of renewable power generated or purchased by UNS Electric,
Any surcharge collected in excess of qualified renewable expenditures will be reflected in the financial statements

as a regulatory liability. Conversely, qualified renewable expenditures in excess of the REST surcharge will be
reflected as a regulatory asset. The REST plan includes an adjustor mechanism which allows UNS Electric to file
an application with the ACC to apply any shortage or surplus in the prior year's program expenses to the
subsequent year's REST surcharge.
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In May 2008, the ACC approved a Demand-Side Management (DSM) surcharge which is intended to cover UNS
Electric's DSM programs such as Low Income Weatherization. Any surcharge collected in excess of qualified
DSM expenditures will be reflected in the financial statements as a regulatory liability. Conversely, qualified DSM
expenditures in excess of the surcharge will be reflected as a regulatory asset.

INCOME STATEMENT IMPACT OF APPLYING FAS 71

If UNS Electric had not applied FAS 71, net income would have been $15 million lower in 2008 as UNS Electric would
have recognized under-recovered purchased energy and unrealized losses on its commodity derivative instruments as an
expense to its income statement, rather than as regulatory assets or a reduction to its regulatory liabilities. If UNS Electric
had not applied FAS 71, net income would have been $1 million higher in 2007 as UNS Electric would have been able to
recognize over-recovered purchased power costs as a credit to the income statement rather than record an increase to
regulatory liabilities.

FUTURE IMPLICATIONS OF DISCONTINUING APPLICATION OF FAS 71

UNS Electric regularly assesses whether it can continue to apply FAS 71 to its operations. If UNS Electric stopped
applying FAS 71 to its regulated operations, it would writeoff the related balances of its regulatory assets as an expense
and would write-off its regulatory liabilities as income on its income statement. Based on the regulatory asset and liability
balances, if UNS Electric had stopped applying FAS 71 to its regulated operations, it would have recorded an extraordinary
after-tax loss of $4 million and an after-tax loss in AOCl of $1 million at December 31, 2008. Discontinuing application of
FAS 71 would not affect UNS Electric's cash flows.

NOTE 4. ACCOUNTING FOR DERIVATIVE XNSTRUMENTS, TRADING ACTIVITIES AND HEDGING ACTIVITIES

FUEL AND POWER TRANSACTIONS

UNS Electric enters into forward contracts to purchase a specified amount of capacity or energy at a specified price over a
given period of time, within established limits, to take advantage of favorable market opportunities and reduce exposure to
energy price risk associated with their gas and purchased power requirements, volumetric risk associated with their
seasonal load and operational risk associated with their power plants and transmission systems. UNS Electric also has
natural gas supply agreements under which it purchases all of its gas requirements at spot market prices. in an effort to
minimize price risk on these purchases, UNS Electric enters into gas price swap agreements under which they purchase
gas at fixed prices and simultaneously sell gas at spot market prices. All of the contracts and agreements referred to in
this paragraph are considered derivative instruments.
UNS Electric has recorded its commodity contract gains and losses to be recovered through the PPFAC as regulatory
assets since 2006. See Note 3.

The following table discloses unrealized gains and losses on energy contracts that are reported on the balance sheet as a
regulatory asset or a regulatory liability rather than as a component of AOC! or in the income statement,

Mark-to-Market Transactions .- (Increase) Decrease
Recorded in Regulatory Accounts on the Balance Sheet 2008 2007

Tlnousands of Dollars

$ 7,013
15,766

$1,006
Recorded in Regulatory Assets - Derivatives:

Gas Swaps
Forward Power Purchases

Recorded in Regulatory Liabilities .- Derivatives:
Forward Power Purchases

Total (Increase) Decrease

9,835
$32,615 $

(6,520)
(5,614)
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The fair value of derivative assets and liabilities were as follows:

December 31, 2008
Mark-to- Cash
Market Flow

Contracts Hedges Total

s $ $Current Assets
Current Liabilities
Net Current Assets (Liabilities)

s 1,585
(18,156)

$(16,571) $

December 31, 2007
Mark~to- Cash
Market Flow

Total Contracts Hedges
-Thousands of Dollars-

$ 1,585 $ 3,435
(18,156) (733)

$ (16,571) 2,702$ $ $

3,435
(733)

2,702

s $ $ $Noncurrent Assets
Noncurrent Liabilities
Net Noncurrent Assets (Liabilities)

$ 1,511
(8,731)

$(7,214) s P

1,511
(8,731)

$ (7,214) $

7,779
(1,651)
6,128 $

$ 7,779
(1,651)

$ 6,128

As cash collateral is disclosed separately in the balance sheet, the above balances exclude any cash collateral posted with
counterparties.

At December 31, 2008, UNS Electric had contracts that will settle through the fourth quarter of 2013. Amounts presented,
above, as Net Current Assets (Liabilities), are expected to be reclassified into earnings within the next twelve months.

Credit Risk Adjustment

When the fair value of our derivative contracts are reflected as an asset, the counterparty owes us and this creates credit
risk. We minimize our credit risk by (1) entering into transactions with high-quality counterparties, (2) limiting our exposure
to each counterparty, (3) monitoring the financial condition of the counterparties and (4) requiring collateral in accordance
with the counterparty master agreements. Using a combination of market credit default swap data and historical recovery
rates for subordinated bonds, we consider the impact of counterparty credit worthiness in determining the fair value of our
derivatives as well as its possible effect on continued qualification for cash flow hedge accounting. At December 31, 2008,
the impact of counterparty credit risk on the fair value of derivative asset contracts was less than $0.5 million.

We also consider the impact of our own credit risk on instruments that are in a net liability position, after deducting
collateral posted, using market credit default swap data and allocate the credit risk adjustment to all individual contracts in
a net liability position. The impact of our own credit risk was less than $0.5 million.

Concentration of Credit Risk

The use of contractual arrangements to manage the risks associated with changes in energy commodity prices creates
credit risk exposure resulting from the possibility of nonperformance by counterparties pursuant to the terms of their
contractual obligations. UNS Electric enters into contracts for the physical delivery of energy which contain remedies in the
event of nor performance by the supply counterparties. In addition, volatile energy prices can create significant credit
exposure from energy market receivables and mark-to-market valuations.

As of December Si, 2008, UNS Electric had no credit exposure to other counterparties.

To provide credit enhancements for forward energy purchase contracts and hedging activities, UNS Electric posted cash
collateral of $7 million and letters of credit of $7 million.
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NOTE 5. UT!LiTY PLANT

The following table shows Utility Plant in Service and depreciable !Ives by major class at December 312

2008 2007 Depreciable Lives
- Thousands of Dollars ..

Plant in Service:
Electric Generation plant
Electric Distribution Plant
Electric Transmission Plant
General Plant
Intangible Plant

$ 26,464
312,842

56,086
22,939
10,734

$ 429,065

38 -. 49 years
23 50 years
20 .- 50 years
5 .- 40 years
5 ... 32 years

Total Plant in Service

$ 26,589
333,222
56,688
22,141
7,674

$446,914

Utility Plant under Capital Leases s 731 $ 731

Intangible Plant primarily represents transmission access and computer software costs.

NOTE s. DEBT AND CAPITAL LEASE OBLIGATIONS
-

SENIOR UNSECURED NOTES

at 7.1%, due 2623 (UNS Electric 2008 Long-Term Debt). The UNS Electric Long-Term Debt is guaranteed by UES.
notes may be prepaid with a make-whole call premium reflecting a discount rate equal to an equivalent maturity U.S.
Treasury security yield plus 50 basis points.

In August 2008 UNS Electric issued $100 million of senior unsecured debt; $50 million at 6.5%, due 2015 and $50 million
The

UNS Electric used $60 million of the proceeds to repay its 7,61% senior unsecured notes that matured on August 11,
2008. The remaining proceeds were used to repay UNS Electric's outstanding borrowings under the UNS Gas/UNS
Electric Revolver and for general corporate purposes. UNS Electric capitalized $1 million of costs related to the issuance
of the debt and will amortize these costs over the life of the debt.

The UNS Electric Long-Term Debt contains certain restrictive covenants, including restrictions on transactions with
affiliates, mergers, liens to secure indebtedness, restricted payments and incurrence of indebtedness. As of December
31, 2008, UNS Electric was in compliance with the covenants.

The incurrence of indebtedness covenant requires UNS Electric to meet certain tests before additional indebtedness may
be incurred. These tests include:

• A ratio of Consolidated Long-Term Debt to Consolidated Total Capitalization of no greater than 65%.

• An Interest Coverage Ratio (a measure of cash flow to cover interest expense) of at least 2.50 to 1.00.

However, UNS Electric may, without meeting these tests, refinance indebtedness and incur short-term debt in an amount
not to exceed $5 million. UNS Electric may not declare or make distributions or dividends (restricted payments) on its
common stock unless (a) immediately after giving effect to such action no default or event of default would exist under its
senior unsecured note agreement and (b) immediately after giving effect to such action, it would be permitted to incur an
additional dollar of indebtedness under the debt incurrence test. As of December 31, 2008, UNS Electric was in
compliance with the terms of the senior unsecured note agreement.
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The senior unsecured notes may be accelerated upon the occurrence and continuance of an event of default under the
senior unsecured note agreement. Events of default include failure to make payments required thereunder, certain events
of bankruptcy or commencement of similar liquidation or reorganization proceedings or a change of control of UES or UNS
Electric. in addition, an event of default may occur if UNS Electric, UES or UNS Gas default on any payments required in
respect of certain indebtedness that is outstanding in an aggregate principal amount of at least $4 million or if any such
indebtedness becomes due or capable of being called for payment prior to its scheduled payment date or if there is a
default in the performance or compliance with the other terms of such indebtedness and, as a result of such default, such
indebtedness has become, or has been declared, due and payable, prior to its scheduled payment date.

CAPITAL LEASE OBLIGATIONS

UNS Electric has two trucks under capital lease with an initial term to 2011. Both leases may be continued with the same
rental terms until either panty gives 90 days notice and provide for the purchase of the leased asset at fair market value at
the end of the lease.

The following provides future payments on UNS Electric's capita! lease obligations at December 31, 2008:

Capital Lease Obligations
- Thousands of Dollars -

$ 115
115
38

258

2009
201 o
2011
2012
2013
Total 2009-2013
Thereafter
Imputed Interest
Total

(18)
$ 250

REVOLVING CREDIT AGREEMENT

The UNS Gas/UNS Electric Revolver is a $60 million revolving credit facility which matures in August 2011. Either UNS
Gas or UNS Electric may borrow up to a maximum of $45 million, so long as the combined amount borrowed does not
exceed $60 million. UNS Gas is only liable for UNS Gas's borrowings, and similarly, UNS Electric is only liable for UNS
Electric's borrowings under the UNS Gas/UNS Electric Revolver. UES guarantees the obligations of both UNS Gas and
UNS Electric.

UNS Electric has the option of paying interest at LIBOR plus 1.0% or the greater of the federal funds rate plus 0.5% or the
agent bank's reference rate.

The UNS Gas/UNS Electric Revolver contains restrictions on additional indebtedness, liens, mergers and sales of assets.
The UNS Gas/UNS Electric Revolver also contains a maximum leverage ratio and a minimum cash flow to interest
coverage ratio for each borrower. As of December 31, 2008, UNS Electric was in compliancewith the terms of the UNS
GaslUNS Electric Revolver.

The borrowings by UNS Electric under the UNS Gas/Electric Revolver were as follows:

Balance on the Revolver

Weighted Average Interest Rate

Outstanding Letters of Credit

- Thousands of Dollars -
December 31, 2008 December 31, 2007
$ 8,000 SO 26,000

1.5% 5.89%

6,500 -$ $
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At December 31, 2008 and December 31, 2007, UNS Electric's borrowings under the UNS Gas/UNS Electric Revolver
were excluded from Current Liabilities and presented as Long-Term Debt, as UNS Electric has the ability and .the intent to
keep the borrowings outstanding under the UNS Gas/UNS Electric Revolver for the next twelve months. The outstanding
letters of credit support power and gas purchases and hedges and are off-balance sheet obligations UNS Electric.

UNS Electric repaid $4 million in February 2009, and repaid the remaining $4 million in March 2009 under the UNS
Gas/UNS Electric Revolver.

NOTE 1. COMMITMENTS AND CONTINGENCIES

We record liabilities for loss contingencies, including environmental remediation costs, arising from claims, assessments,
litigation, fines and penalties and other sources when it is probable that a liability has been incurred and the amount of the
assessment can be reasonably estimated.

PURCHASE AND TRANSPORTATION C0MMITMENTS

At December 31, 2008, UNS Electric had various unrecognized firm non-cancelable purchase commitments as described
in the table below.

2009 2010 2011 2012 2o1:s
There
after Total

$
7,588

$ 30,845
98,701

5,238
$ 134,784

Fuel (including Transportation)
Purchased Power
Transmission

Total Unrecognized Firm Commitments

$ 20,258
41,091

2,592
$ 63,941

$ 8,761
29,644
1,764

$40,169

Thousands of Dollars -
$ 1,804 $ 22 $
12,771 7,607

882
$15,457 $ $7.629 7,588 $

Since UNS Eiectric's all-requirements purchased power contract expired in May 2008, UNS Electric has entered into
agreements with various energy suppliers for purchased power at market prices to meet energy requirements. In general,
these contracts provide for capacity payments and energy payments based on actual power taken under the contracts.
These contracts expire in various years through 2013. Certain of these contracts are at a fixed price per MW and others
are indexed to natural gas prices. The commitment amounts included in the table above are based on market prices as of
December 31, 2008, UNS Electric paid $53 million in 2008 for purchased power under these contracts.

UNS Electric imports the power it purchases over the Western Area Power Administration's (WAPA) transmission lines.
UNS Electric's transmission capacity agreements with WAPA provide for annual rate adjustments and expire in 2011 and
2017. However, the effects of both purchased power and transmission cost adjustments are mitigated through a
purchased power rate-adjustment mechanism. UNS Electric paid $7 million in 2008 and in 2007 for transmission under
committed contracts.
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OPERATING LEASES

UNS Electric has entered into operating leases, primarily for office facilities and office equipment, with varying terms,
provisions, and expiration dates.

UNS Electric's estimated future minimum payments under non-cancelable operating leases at December 31, 2008 were:

2009
2010
2011
2012
2013
Total 2009-2013
Thereafter
Total

Operating Leases
- Thousands of Dollars -

$ 309
269
269

78
60

985
24

$ 1009

UNS Electric's operating lease expense was $0.4 million in 2008 and $0.4 million in 2007.

ENVIRONMENTAL CONTINGENCIES

UNS Electric owns and operates the Valencia Power Plant (Valencia), located in Nogales, Arizona. The Valencia plant
consists of three gas and diesel-fueled combustion turbine units, with a fourth unit that commenced operations in
June 2006. UNS Electric has continued efforts initiated by the site's previous owner to remediate the soil and groundwater
contamination at its Valencia facility. The initial estimate for the cost of remediation was $0.6 million. The ultimate cost,
however, will depend on the extent of contamination found as the project progresses and when final remediation occurs.
Under the purchase agreement for Valencia, UNS Electric's obligation is limited to $15 million. At December 31, 2008,
UNS Electric had a liability of $0.5 million included in Other Deferred Credits and Other Liabilities on the balance sheet.

NOTE 8. iNCOME AND OTHER TAXES

INCOME TAXES

We record deferred tax liabilities for amounts that will increase income taxes on future tax returns. We record deferred tax
assets for amounts that could be used to reduce income taxes on future tax returns. UNS Electric determined that a
valuation allowance on the deferred income tax assets for the years ended December st, 2008 and December 31, 2007
was not necessary. We reached this conclusion based on our interpretation of tax rules, tax planning strategies,
scheduled reversals of temporary differences, and projected future taxable income.



Name of Respondent

UNS Electric, inc.

This Report is:
(1)0 An Original
(2) _ A Resubmission

Date of Report
(Mo, Da, Yr)

04118/2009

Year/period of Report

2008/Q4

NOTES TO FINANCIAL STATEMENTS (Continued)

Page 123,15FERC FORM no. 1 (ED. 12-88

UniSource Energy includes UNS Electric's taxable income in its consolidated federal income tax return. Deferred tax
assets (liabilities) consist of the following:

2008 2097
- Tfmousands of Dollars

$(10,391)
118

(10,273)

$ (5,648)
(238)

(5,886)

860
5,005
2,002

374
4.516
1,287
3,644

455
256

10,532
$ 4,546

Gross Deferred Income Tax Liabilities
Plant
Other

Gross Deferred income Tax Liabilities
Gross Deferred income Tax Assets

Aitemative Minimum Tax Credit (AMT)
Customer Advances
Contributions in Aid of Construction
Purchased Power and Fuel Adjustment Clause
CoMpensation and Benefits
Other

Gross Deferred Income Tax Assets
Net Deferred Income Tax Assets (Liabilities)

758
304

a,929
s (1,344)

Income tax expense (benefit) included in the income statement includes amounts both payable currently and deferred for
payment in future periods as indicated below:

Current Tax Expense (Benefit)
Federal
State

$ (3,544)
(80)

2008 2007
-Thousand of Dollars-

$ z,s12
470

Deferred Tax Expense (Benefit)
Federal
State

Total Federal and State Income Tax Expense s

5,190
842

2,408 $

47
105

3,134

The following reconciles the provision for income taxes at the federal statutory rate of 35% to the effective rate:

2008 2007

Federal Income Tax Expense at Statutory Rate
State Income Tax Expense, Net of Federal Deduction
Other

Total Federal and State Income Tax Expense

s 2,159
285
(35)

$ 2,408

- Thousands of Dollars -
$ 2,760

364
10

$ 3,134

UNS Electric incurred a $9 million net operating loss in 2008 that will be carried back to generate $3.2 million in tax
refunds. The receivable is included in intercompany accounts receivable on the balance sheet.

Uncertain Tax Positions

UNS Electric adopted Accounting for Uncertainty in Income Taxes - an interpretation of FASB Statement No. 109 (FIN 48)
as of January 1, 2007. FIN 48 requires us to determine whether it is "more likely than not" that we wit! sustain a tax position
under examination. Each tax position is measured to determine the amount of benefit to recognize in the financial
statements.
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At the end of 2008, UNS Electric had no uncertain tax positions.

OTHER TAX MATTERS

On its 2003 and 2004 tax returns, UNS Electric elected to utilize an accounting method relating to the capitalization of
indirect costs to production activities and self-constructed assets.

In 2005, the Internal Revenue Service (iRs) issued a ruling limiting the ability of electric and gas utilities to use the new
accounting method. Based on settlement guidelines issued by the IRS in March 2007, this .issue has been settled with the
IRS. in 2008, UNS Electric received a $0.3 million refund of taxes and interest. The refunds have no income statement
impact to UNS Electric in 2008.

NOTE 9. PENSION AND POSTRETIREMENT BENEFIT PLANS

UNS Electric does not maintain a separate pension plan or other postretirement benefit plan for its employees. All regular
employees are eligible to participate in the pension plan maintained by our parent, UES. A small group of active
employees are also eligible to participate in a postretirement medical benefit plan. UES allocates net periodic benefit cost
based on service cost for participating employees.

PENSION PLAN
The noncontributory, defined benefit pension plan provides benefits based on years of service and the employee's average
compensation. We recognize the underfunded status of our defined benefit pension plans as a liability on our consolidated
balance sheets. The underfunded status is measured as the difference between the fair value of the plans assets and the
projected benefit obligation for pension plans. We recognize a regulatory asset to the extent these future costs are
probable of recovery in rates.

Pension Contributions

The Pension Protection Act of 2006 (The Pension Act) establishes minimum funding targets for pension plans beginning in
2008. A plan's funding target is the present value of all benefits accrued or earned as of the beginning of the plan year.
While the annual targets are not legally required, if a plan does not meet the annual funding targets, the plan's benefit
payment options are limited and a funding deficiency notice must be sent to all plan participants. All UNS Electric plans
are in compliance with The Act. .

In 2009, to meet the funding requirements of The Pension Act, ans Electric expects to contribute $0.8 million to the
pension plan.

OTHER POSTRETIREMENT BENEFIT PLAN

UNS Electric assumed a $1.3 million liability for postretirement medical benefits for current retirees and a small group of
active employees at the acquisition of the Arizona electric system assets. The selected active employees participate in a
Postretirement Benefit Plan covering employees at UniSource Energy. In the 2008 TEP Rate Order, the ACC authorized
accrual basis recovery of other postretirement benefit plan costs based on a commitment to fund the plan. UNS Electric
now records changes in its other postretirement obligation, not yet reflected in net periodic benefit cost, as a regulatory
asset, as such amounts are probable of future recovery in rates. Amounts previously recorded in AOC! have been
reclassified to a regulatory asset.

The pension and other fxvstretirement benefit related amounts (excluding tax balances) included in UNS Electric's balance
sheet are;
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Pension Benefits
Years Ended

2008 2007 2007

$2,478
-Thousands

$ 663

Other Postretirement
Benefits

December 31 ,
2008

of Dcilars -
$

an -

(1,180)
(77)

(572)

Regulatory Pension Asset included in Regulatory Assets
Accrued Benefit Liability included in Accrued Employee Expenses
Accrued Benefit Liability included in Deferred Employee Benefits
Accumulated Other Comprehensive (Gain) Loss

Net Amount Recognized

(3,015)

s (537) $ (517) s (649)

$ _

(75)
(584)

(52)
$ (711)

OBLIGATIONS AND FUNDED STATUS

In accordance with FAS 158, we measured the actuarial present values of all pension benefit obligations and other
postretirement benefit plans at December 31, 2008. In 2007, the measurement date was December 1. As a result of the
change in the measurement dale, we recorded a loss of less than $0.1 million to retained earnings.

The tables below reflect UES' plan information as a whole. The change in projected benefit obligation and plan assets and
reconciliation of the funded status are as follows:

Other Postretirement
Pension Benefits Benefits

Years Ended December 31,
2008 2007 2008

- Thousands of Dollars -
2007

s $ 7,461
(1,417)

440
1,017

s 1,154
277
77

$ 1,658
(275)

91

Change in Projected Benefit Obligation
Benefit Obligation at Beginning of Year
Actuarial (Gain) Loss
Interest Cost
Service Cost
Measurement Date Change
Benefits Paid
Projected Benefit Obligation at End of Year

7,352
1,833

501
917
118

(236)
10,485

(149)
7,352

(314)
1,194

(320)
1,154

4,889
(1,951)

(236)
1 ,200

3,865
173

(149)
1.000

(362)
314
48

(363)
320
43

Change in Plan Assets
Fair Value of Plan Assets at Beginning of Year
Actual Return on Plan Assets
Benefits Paid
Employer Contributions
Participant Contributions
Measurement Date Change
Fair Value of Plan Assets at End of Year

35
3,937 4,889

Funded Status at End of Year s (6,548) $ (2,4637 s (1,194) 8 (1,154)
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At December 31, 2008, UNS Electrics proportionate share of the pension plan's funded status is approximately 46%,

The following table provides the components of UES' regulatory assets that have not been recognized as components of
periodic benefit cost as of December 31, 2008:

Net Loss
Prior Service Cost (Benefit)

$

Other Postretirement
Pension Benefits Benefits

.. Thousands of Dollars -
3,259 $ 214
2,002 (36)

The accumulated benefit obligation for the UES defined benefit pension plan was $6.8 million at December 31, 2008 and
$4.5 million at December 31, 2007. Changes in actuarial assumptions including an increase in the discount rate impacted
the accumulated benefit obligation. At December 31, 2008 the UES defined benefit pension plan had accumulated benefit
obligations in excess of plan assets.

December 31 ,
2007

Projected Benefit Obligation at End of Year
Accumulated Benefit Obligation at End of Year
Fair Value of Plan Assets at End of Year

s

2008
- Thousands of Dollars ..

10,485 $ 7,352
6,760 4,501
3,937 . 4,889

The components of net periodic benefit costs and other amounts recognized in income are as follows:

Pension Benefits
2008 2007

Other
Postretirement

Benefits
200s 2007

- Thousands of Dollars

s $ $ $
71 90

1.017
440

(318)
258

-

(3) (3)
4

Components of Net Periodic Cost
Service Cost
Interest Cost
Expected Return on Plan Assets
Prior Service Cost Amortization .
Recognized Actuarial (Gain) Loss

Net Periodic Benefits Cost

917
501

(439)
258
(19)

$ 1,221 $ 1,397 s 68 $ 91

A portion of the net periodic benefit cost was capitalized as a cost of construction and the remainder was iriciuded in Other
Operating and Maintenance costs.

In 2008, UNS Electric recognized 47% of total net periodic pension benefit costs and 53% of other postretirement benefit
costs based on relative employee participation.

The amounts recognized in Accumulated Other Comprehensive Income (AOCI) or as regulatory assets are as follows:
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Pension Benefits
2008 2007

- Thousands of Dollars

$ 4,214
19

(258)
(20)

$ (1,271)

(258)

Changes in Plan Assets and Benefit Obligations
Recognized as Regulatory Asset

Current Year Actuarial (Gain) Loss
Amortization of Actuarial Gain (Loss)
Prior Service (Cost) Amortization
Measurement Plan Change
Change in Additional Minimum Liability

Total Recognized as Regulatory Asset $ 3,955 $ (1,529)

Other Postretirement Benefits
Regulatory AOCI AOCI

Asset
2008 2007

$ 217 $ (274)
(4)
3

Changes in Benefit Obligation Recognized in AOCl or
as Regulatory Assets

Current Year Actuarial (Gain) Loss
Amortization of Actuarial Gain (Loss)
Prior Service (Cost) Amortization
Reclassification from AOC! to Regulatory Asset

Total Recognized in AOCl or as Regulatory Assets
(99)

$ 178

3
99

102 $ (275)

UNS Electric recognized changes in benefit obligations in AOCI of less than $0.1 million both before tax and net of tax,

For the pension plan, we amortize prior service costs on a straight-line basis over the average remaining service period of
employees expected to receive benefits under the plan. UES will amortize $0.3 million of prior service cost and $0.2
million of net loss from regulatory assets into net periodic benefit cost in 2009. The estimated net loss and prior service
benefit for the defined benefit postretirement plans that will be amortized from regulatory assets into net periodic benefit
cost in 2009 are less than $0.1 million, respectively.

Weighted»Average Assumptions Used to Determine
Benefit Obligations as of the Measurement Date,

Discount Rate
Rate of Compensations Increase

Pension Benefits
2008 2007

6.30%
3400-4.00%

6.80%
3.00-4.00%

Other Postretirement
Benefits

2008 2007
6.50% 6.50%

Weighted-Average Assumptions Used to Determine
Net Periodic Benefit Costs for Period Ended
December 31,

Discount Rate
Rate of Compensations Increase
Expected Return on Plan Assets

Pension Benefits
2008 2007

6.80%
3.00-4.00%

7.75%

5.90%
3.00-4.00%

8.30%

Other Postretirement
Benefits

2008 2007
6.50% 5.60%

Net periodic benefit cost is subject to various assumptions and determinations, such as the discount rate, the rate of
compensation increase, and the expected return on plan assets. We estimated the expected return on plan assets based
on a review of the plans' asset allocations. We also consulted with a third-party investment consultant and the plans'
actuary who consider factors such as:

•

•

market and economic indicators
historical market returns
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correlations and volatility
central banks' and government treasury departments' forecasts and objectives, and
recent professional or academic research.

Changes that may arise over time with regard to these assumptions and determinations will change amounts recorded in
the future as net periodic benefit cost.

December 31,
2008 2007

Assumed Health Care Cost Trend Rates
Health Care Cost Trend Rate Assumed for Next Year (Pre~65)
Health Care Cost Trend Rate Assumed for NeM Year (Post-65)
Ultimate Health Care Cost Trend Rate Assumed
Year that the Rate Reaches the Ultimate Trend Rate

7.5%
7.5%
5%

2017

8%
10%
5%

2013

A one~percentage-point change in assumed health care cost trend rates would have an impact of less than $0.1 million on
UES' benefit obligation on the December 31, 2008 amounts reported.

Pension Plan Assets

UES calculates the market-related value of plan assets using the fair value of plan assets on the measurement date.
pension plan asset allocations by asset category are as follows:

The

Plan Assets
December 31 ,

2008 2007

Asset Category
Equity Securities
Debt Securities
Cash

Total

67%
31%

2%
100%

66%
33%
1%

100%

The policy for the UES pension plan is to provide exposures to equity and debt securities by investing in a balanced fund.
The fund will hold no more than 75% of its total assets in stocks.

Estimated Future Benefit Payments

The following benefit payments, which reflect future service, as appropriate, are expected to be paid by UES:

Pension
Benefits

Other
Postretirement

Benefits

2009
2010
2011
2012
2013
Years 2014-2018

$
- Thousands of Dollars -

299 $ 127
403 126
650 124
915 122
833 119

6,253 532

DEFINED CONTRIBUTION PLANS

UNS Electric offers a defined contribution savings plan to all eligible employees. The Internal Revenue Code identifies the
plan as a qualified 401(k) plan. Participants direct the investment of contributions to certain funds in their account. UNS
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.Electric matches part of a participants contributions to the plan. UNS Electric made matching contributions of less than
$0.3 million in each of 2008 and 2007.

NOTE 10. FAIR VALUE MEASUREMENTS

Effective January 1, 2008, we adopted FAS 157, Fair Value Measurements (FAS 157), which defines fair value,
establishes a framework for measuring fair value, and expands disclosures about fair value measurements. As defined in
FAS 157, fair value is the exit price that would be received to sell an asset or paid to transfer a liability between market
participants at the measurement date. FAS 157 clarifies that the exchange price is the price in the principal market in
which the reporting entity would transact for the asset or liability. With limited exceptions, the provisions of FAS 157 are
applied prospectively. There was no transition adjustment as a result of adopting FAS 157.

As permitted by FSP FAS 157-2, we have elected to defer the adoption of the nonrecurring fair value measurement
disclosures of non-financial assets and liabilities, such as asset retirement obligations, until January 1, 2009,

FSP FAS 157-3, Determining the Fair Value of a Financial Asset When the Market for That Asset is Not Active, issued
October 2008, provides guidance clarifying how FAS 157 should be applied in markets that are not active. The guidance
reaffirms the notion of fair value as an exit price as of the measurement date. The FSP emphasizes that approaches other
than the market value approach to determine fair value, such as the use of management's internal assumptions about
future cash flows and risk~adjusted discount rates, may be appropriate. The FSP, which is effective upon issuance and
applicable to prior periods for which financial statements have not yet been issued, did not have a material impact on our
financial statements.

In accordance with FAS 157, we have categorized our financial instruments, based on the priority of the inputs to the
valuation technique, into a three-level fair value hierarchy. The fair value hierarchy gives the highest priority to quoted
prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3).
The three levels of the fair value hierarchy defined by FAS 157 are as follows:

I
I
I
I
I

Level 1. Financial assets and liabilities whose values are based on unadjusted quoted prices for identical assets or
liabilities in an active market (examples include active exchange~traded equity securities and listed
derivatives).

Level 2. Financial assets and liabilities whose values are based on quoted prices for similar assets or liabilities in active
markets, quoted prices for identical or similar assets or liabilities in non-active markets (examples include
corporate bonds, which trade infrequently), pricing models whose inputs are observable for substantially the
full term of the asset or liabilities (examples include most non-exchange-traded derivatives, including interest
rate swaps), and pricing models whose inputs are derived principally from or corroborated by observable
market data through correlation or other means for substantially the full term of the asset or liability.

Level 3. Financial assets and liabilities whose values are based on prices or valuation techniques that require inputs
that are both unobservable and significant to the overall fair value measurement. These inputs reflect
management's own assumptions about the assumptions a market participant would use in pricing the asset or
liability (examples include long-dated or complex derivatives including certain long Cated options on gas and
power).

The following tables set forth, by level within the fair value hierarchy, UNS Electric's financial assets and liabilities that were
accounted for at fair value on a recurring basis as of December 31, 2008. As required by FAS 157, financial assets and
liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value measurement.

I
I
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Quoted Prices in
Active Markets for
Identical Assets

(Level 1)

Significant Other
Observable Inputs

(Level 2)
December 31, 2008

.. Thousands of Dollars -

Significant
Unobservable Inputs

(Level 3) Total

Assets
Cash Equivalents (1)
CoHateraI Posted (2)
Energy Contracts (3)
Total Assets

$ 4,171 $ $ $

4,171

6,620
96

6,716
3.006
3,006

4.171
6,620
3,102

13,893

Liabilities
Energy Contracts (is)
Total Liabilities
Net Total Assets and (Liabilities) $ 4,171 $

(8,115)
(8,115)
(1,399)

(18,772)
(18,772)

$ (15,766)

(26,887)
(26,887)

$ (12,994)

(1) Cash Equivalents are based on observable market prices and are comprised of the fair value of Money Market Funds.
(2) Collateral provided for energy contracts with counterparties to reduce credit risk exposure.
(3) Energy contracts include gas swap agreements (Level 2), forward power purchase contracts (Level 3), and forward
power purchase contracts indexed to gas (Level 3), entered into to take advantage of favorable market conditions and
reduce exposure to energy price risk. The valuation techniques are described below.

Energy Contracts

I
I
I
I

UNS Electric primarily applies the market approach for recurring fair value measurements and endeavors to utilize the best
available information. Where observable inputs are available for substantially the full terms of the asset or liability, such as
gas swap derivatives valued using New York Mercantile Exchange (NYMEX) pricing, adjusted for basin differences, the
instrument is categorized in Level 2.

Derivatives valued using an aggregate pricing service or published prices that represent a consensus reporting of multiple
brokers are categorized in Level 3, For both power and gas prices, UNS Electric obtains quotes from brokers, major
market participants, exchanges or industry publications as well as its own price experience from active transactions in the
market. UNS Electric primarily uses one set of quotations each for power and for gas, and then uses the other sources as
validation of.those prices. The broker providing quotes for power prices states that the market information provided is
indicative only, but believes it to be reflective of market conditions as of the time and date indicated. In addition, energy
derivatives include contracts where published prices are not readily available. These include contracts for delivery periods
during non-standard time blocks, contracts for delivery during only a few months of a given year when prices are quoted
only for the annual average, or contracts for delivery at illiquid delivery Points. In these cases, UNS Electric applies certain
management assumptions to value such contracts. These assumptions include applying historical price curve
relationships to calendar year quotes, applying percentage multipliers to value non-standard time blocks, including the
impact of counterparty credit risk, using current and historical default and recovery rates, our own credit risk, using credit
default swap data, and including adjustments for transmission and line losses to value contracts at illiquid delivery points.
UNS Electric reviews these assumptions on a quarterly basis.

UNS Electric's assessment of the significance of a particular input to the fair value measurements requires judgment, and
may affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchy levels,
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The following tables set forth a reconciliation of changes in the fair value of forward power purchase contracts classified as
Level 3 in the fair value hierarchy for the year ended:

December 31, 2008
- Thousands of Dollars -

$ 9,836Balance, beginning of year
Gains and (Losses) (Realized/Unrealized) Recorded to
Regulatory Assets/Liabilities

Balance, end of year

(25,602)
$ (15,766)

Losses on mark-to-market contracts include the reclassification of realized gains and losses on the settlement of derivative
contracts. All of the Level 3 unrealized gains and losses are attributable to the change in fair value of Level 3 assets and
liabilities held at the reporting date.

There were no transfers in or out of Level 3 derivatives.

NOTE 11. COMMON STOCK EQUITY

DIVIDEND RESTRICTIONS

Restrictions placed on UNS Electric limit UES' ability to pay dividends. The 2003 UES Settlement Agreement limits UNS
Electric's ability to pay dividends of no more than 100% of its earnings to UrliSource Energy. Additionally, the terms of the
senior unsecured note agreements contain dividend restrictions, See Note 6.

CAPITAL CONTRIBUTION

UES made capital contributions to UNS Electric of less than $0.5 million in 2008.
UniSource Energy made no capital contributions to UNS Electric in 2008 and $10 million in 2007.
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STATEMENTS OF ACCUMULATED COMPREHENSIVE INCOME, COMPREHENSIVE INCOME, AND HEDGING ACTIVITIES

1.Report in columns (b),(c),(d) and (e) the amounts of accumulated other comprehensive income items, on a net-of-tax basis, where appropriate,

2. Report in columns (l) and (g) the amounts of other categories of other cash flow hedges.

3. For each category of hedges that have been accounted for as "fair value hedges"_ report the accounts affected and the related amounts in a footnote.

Line
No.

Item

(8)

Unrealized Gains and
Losses on Available-
for-Sale Securities

Cb)

Minimum Pension
Liability adjustment

(net amount)

(c)

Foreign Currency
Hedges

(d)

Other
Adjustments

(e)

1 Balance of Account 219 at Beginning of

Preceding Year 66_503)(

2 Preceding QtrlYr to Date Reciassi5cations

from Acct 219 to Net Income

3 Preceding QuarterNear \o Date Changes in

Fair Value 98.036

4 -Total (lines 2 and 3) 98,036

5 Balance of Account 219 at End of

Preceding Quarter/Year 31.533

6 Balance of Account 219 at Beginning cf

Current Year 31 533

7 Current Qtr nr to Date Reclassifications

from Acct 219 to net Income

8 Current Quarter/Year to Date Changes in

Fair Value 31.53s)(

9 Total (lines 7 and 8) 31,533)(

10 Balance of Account 219 at End of Current

QuarterNear

I
I
I
I
I
I
I
I
I
I
I
I
I

FERC FORM no. 1 (NEW 06-02) Page 122a
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Line
No.

Other Cash Flow
Hedges

Interest Rate Swaps

(f)

Other Cash Flow
Hedges

[Specify]

(9)

Totals for each
category of items

recorded in
Account 219

ch)

Net Income (Carried
Forward from

Page 117, Line 78)

(i) G)

Total
Comprehensive

Income

1 66,503)(

2

3 98,036

4,852.2954 98,936 4,754,25§

5 31,533

s 31,533

7

8 ( 31 ,533)

9 31 ,533)( 3,763,587 3,732,054

10

I
I
I
I
I
I

FERC FORMno. 1 (NEW 06-GZ) Page 122b
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SUMMAF-Y DF UTILITY PLANT AND ACCUMl LATED PROVISIONS

FOR DEPRECIATION. AMORTIZATION AND OEPLET1ON

Report in Column (c) the amount for electric function, in column (d) the amount for gas function, in column (e), (f), and (g) report other (specify) and in

column (f) common function.

Line
No.

Classification

la)

Electric

(c)

Total Company for the
Current Year/Quarter Ended

(b)

1 utility Plant

2 In Service
4. ~< .:4» w .14: .,..4v'. we.» : =.. , .

3 Plant in Service (Ciassitied) 443,068,716 443,068,715

4 Property Under Capital Leases 739,678 730,678

5 P!ani Purchased or Sold

6 Completed Construction not Classified 3,844,840 3,844,840

7 Experimental Plant Unclassified

8 Total (3 thru 7) 447,544,234 447,644,234

9 Leased to Others

10 Held for Future Use 610,695 610,695

11 Construction Work in Progress 18,758,596 18,758,596

12 Acquisition Adjustments

13 Total Utility Plant (8 thru 12) 467,013,525 467,013,525

14 Acc um Prov for Dept, Abort, & Dept 274,618,330 274,618,330

15 Net Utility Plant (13 less 14) 192,395,195 192,395,195

16 Detail of Acc um Prov for Dept, Amory & Dept

17 In Service:

18 Depreciation 271,469,120 271 ,459,120

19 AmoN & Dept of Producing Nat Gas LandlLand Right

20 Amort of Underground Storage Land/Land Rights

21 Amory of Other Utility Plant 3,149,210 3,149,210

22 Total In Service (18 thru 21 ) 274,618,330 274,518,330

23 Leased to Others

24 Depreciation

25 Amortization and Depletion

26 Total Leased to Others (24 &25)

27 Held for Future Use

28 Dap reciatio n

29 Amortization

30 Total Held for Future Use (28 & 29)

31 Abandonment of Leases (Natural Gas)

32 Abort of Plant Acquisition Ad]

33 Total Acc um Prov (equals 14) (22,26,30,31 _32) 274,618,330 274,618,330

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

FERC FORM no. 1 (ED. 12-89) Page 200
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FOR DEPRECIATION. AMORTiZATION AND UEPLETDON

Gas

(d)

Other (Specify)

(e)

Other (Specify)

(f)

Other (Specify)

(Q)

Common

<h)

Line
No,

1

2

3

4

5

6

7

8

9

10

11
12

13

14

15

16

17

to

19

20

I 21

I 22

23

24

25

26

27

28

29

30

31

32

33

I

I
FERC FORM no. 1 (ED. 12»89) Page 201
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ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 106)

1 . Report below the original cost of electric plant in service according to the pressed accounts.

2, in addition to Account 101, Electric Plant in Service (Classified), this page and the next include Account 102, Electric Plant Purchased or Sold,

Account 103, Experimental Electric Plant Unclassified, and Account 166. Completed Construction Not Classified-Electric.
3. include in column (c) or (d), as appropriate, corrections of additions and retirements for the current or preceding year,
4. For revisions to the amount of initial asset retirement costs capitalized, included by primary plant account, increases in column (c) additions and

reductions in column (e) adjustments.
5. Enclose in parentheses credit adjustments of plant accounts to indicate the negative effect of such accounts.
6. Classify Account 106 according to prescribed accounts, on an estimated basis if necessary, and include the entries in column (c). Also to be included
in column (c) are entries for reversals of tentative distributions of prior year reported in column (b). Likewise, if the respondent has a significant amount
of plant retirements which have not been classified to primary accounts at the end at the year, include in column (d) a tentative distribution of such
retirements, on an estimated basis, with appropriate contra entry to the account for accumulated depreciation provision. include also in column (d)

Line
No

Account

(a)

Balance
Beginning of Year

(b)

Additions

(c)

1 1 . SNTANGSBLE PLANT

2 301) Organization

3 302 Franchises and Consents 11,908

4 303 Miscellaneous Intangible Plant 10,722,426 191.777
5.

TOTAL Intangible Plant (Enter Total of lines 2, 3, and 4) 10,734,334 191 ,777

6 2. PRODUCTION PLANT

7 A. Steam Production Plant

8 310) Land and Land Rights

9 311) Structures and Improvements

10 312 Boiler Plant Equipment

11 313) Engines and EngineDriven Generators

12 314 Turbogenerator Units

13 315) Accessory Electric Equipment

14 316) Misc. Power Plant Equipment

15 317) Asset Retirement Costs for Steam Pfodumion

16 TOTAL Steam Producion Plant (Enter Total of lines 8 thru 15)

17 IB Nuclear Production Ian

18 320) Land and Land Rights

19 321) Structures and Improvements

20 322) Reactor Plant Equipment

21 323) Turbogenerator Units

22 324) Accessory Electric Equipment

23 325) Misc. PowerPlant Equipment

24 326 Asset Retirement Costs for Nuclear Producztion

25 TOTAL Nuclear Production Plant (Enter Total of lines 18 thru 24)

26 C. Hydraulic Production Plant

27 330) Land and Land Rights

28 331) Structures and Improvements

29 332) Reservoirs, Dams. and Waterways

30 333) Water Wheels, Turbines, and Generators

31 334 Accessory Electric Equipment

32 335) Misc. Power PLant Equipment

33 336) Roads, Railroads, and Bridges

34 337) Asset Retirement Costs for Hydraulic Production

35 TOTAL Hydraulic: Production Plant (Enter Total of lines 27 thru 34)

36 D. Other Production Plant

37 340) Land and Land Rights 100,803 ~560,438

38 341) Structures and Improvements 1 ,969,407

39 342)FuelHolders, Products, and Accessories 847,308

40 343) PrimeMovers 13,399,188 20,084

41 344) Generators 6,304,459

42 345) Accessory Electric Equipment 2,513,408

43 345) Misc. Power Plant Equipment 1 ,329,275

44 347) Asset Retirement Costs for Other Production

45 TOTAL Other Prod. Plant (Enter Total of lines 37 thru 44) 26,463,858 -540,354

46 TOTAL Prod. Plant (Enter Total of lines 16, 25, 35, and 45) 26,463,858 -540,354

I
I
I
I
I
I
I
|
I
I
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ELECTRIC PLANT IN SERVICE (Account 101, 102. 103 and 106) (Continued)

distributions of these tentative classifications in columns (oz) and (d), including the reversals of the prior years tentative account distributions of these
amounts. Careful observance of the above instructions and the tends of Accounts 101 and 106 will avoid serious omissions of the reported amount of

respondents plant actually in service at end of year. .
7. Show in column (f) reclassifications or transfers within utility plant accounts. include also in column (t) the additions or reductions of primary account
classifications arising from distribution of amounts initially recorded in Account 102, include in column (e) the amounts with respect to accumulated
provision for depreciation, acquisition adjustments, etc., and show in column (f) only the offset to the debits or credits distributed in column (f) to primary

account classifications. .
8. For Account 399, state the nature and use of plant included in this account and if substantial in amount submit a supplementary statement showing

subaccount classification of such plant conforming to the requirement of these pages.
9. For each amount comprising the reported balance and changes in Account 102, state the property purchased or sold, name of vendor or purchase,
and date of transaction. If proposed journal entries have been flied with the Commission as required by the Uniform System of Accounts, give also date

Retirements

<d)

Adjustments

(e)

Transfers

(f)

Balance at
End Year

FQ)

Line
No.

1

2

11,908 3

3,239,714 7,674,489 4

3,251,622 7,674,489 5
6

_-u

7

8

9

10

11
12

13

to
15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

665,071 205,436 37

1 .969,407 38

847,308 39

13,419,272 40

6,304,469 i t

2,513,408 42

1,329,275 43

44

665,071 26,588,575 45
665,071 26,588,575 46

I

I
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. Balance
Begmmng of Year

(b)

Additions

(¢)

Account

(a)

47 3. TRANSMISSION PLANT

48 350) Land and Land Rights 1255,883 153,097

49 352) Structures and Improvements 427,830

50 353) Station Equipment 18,950,014

51 354) Towers and Fbdures 521,825

52 355) Poles and Fixtures 15.210,651 5,455,522

53 356) Overhead Conductors and Devices 19,508,729 »4,Q91 ,875

54 357) Underground Conduit

55 358) Underground Conductors and Devices 27,438

56 359) Roads and Trails 183,860

57 3591) Asset Retirement Costs for Transmission Plant

58 TOTAL Transmission Plant (Enter Total of lines 48 thru 57) 56,086,230 616,744

59 4. DiSTRIBUTION PLANT

60 360) Land and Land Rights 1 ,334,360

61 361) Structures and Improvements 5,448,986 241,819

62 362) Station Equipment 34,958,455 4,853,842

GO 363) Storage BaNe' Equipment

64 364) Poles, Towers, and Fixtures 81 ,496,074 3.361.601

65 365) Overhead Conductors and Devices 56,680,399 2,445,325

66 366) Underground Conduit 15,154,521 1,108,193

GO 367) UndergroundConductors andDevices 34,697,120 3.092,807

68 358) Line Transformers 58,068,149 4,042,275

69 369) Services 11 ,250,903 2,150,331

70 370) Meters 9,858,959 392,222

71 371) Installations on Customer Premises

72 372) Leased Property on Customer Premises

73 373) Street Lighting and Signal Systems 3,894,325 212,410

74 374 Asset Retirement Costs for Distribution Plant

75 TOTAL Distribution Plant (Enter Total of lines 60 thru 74) 312,842,251 21,921,166

76 REGIONAL TRANSMiSSiON AND MARKET OPERATION PLANT

77 380) Land and Land Rights

78 381) Structures and Improvements

79 382) Computer Hardware

80 383) Computer Software

81 384) Communication Equipment

82 385) Miscellaneous Regional Transmission and Market Operation Plant

83 386) Asset Retirement Costs for Regional Transmission and Market Open

84 TOTAL Transmission and Market Operation Plant (Total lines 77 thru 83)

85 6. GENERAL PU\NT

86 389) Land and Land Rights 57,580

87 390) Structures and Improvements 2,470,854 132,614

88 391) Office Furniture and Equipment -1 ,1G3,241 149,794

89 392) Transportation Equipment 12.417,793 1 ,438_494

90 393) Stores Equipment 125240

91 394) Tools, Shop and Garage Equipment 2,733,551 68,098

92 395) Laboratory Equipment 1 ,389,367 42,656

93 396) Power Operated Equipment 1,637,263 253,393

94 397) Communication Equipment 3,121.463 -866,294

95 I398) Miscellaneous Etui ant 149,138 560

95 SUBTOTAL(Enter Totalof lines 86 thru 95) 22,939,008 1,229,315

97 399) Other Tangible Property

98 3991) Asset Retirement Costs for General Plant

99 TOTAL General Plant (Enter Total of lines 96, 97 and 98) 22,939,008 1,229,315

100 TOTAL(Accounts 101 and 106) 429,065,681 23,418,648

101 102) Electric Plant Purchased (See Instr. 8)

102 Less) (102) Eiedric Plant Sold(See Instr. 8)

103 103) rimental Plant Unclassified

104 TOTAL Electric Plant in Service (Enter Total of lines 100 thru 103) 429,065,581 23,418,648
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Name of Respondent

UNS Electric, inc.

This RecoN Is;
(1) x An Original
(2) A Resubmission

Date ofReport
(Mo, Da, Yr)
04118/2009

Year/Period of Report
End of 2008/Q4

ELECTRIC PLANT IN SERVICE (Account 101, 102, 103 and 106) (Continued)

Retirements

(d)

Adjustments

(e)

Balance at
End Rf Year

Q)

Transfers

(f) l Line
No.

47
22,107 1,431,087 48

427,830 49
-6,310 -43,751 18,9125563 50

521,825 51

20,666,173 52
14,516,854 53

54

27,438 55

183,860 56

57

-6,310 -21 ,554 56,687,630 58

59

1,354,701 60

5,690,805 61
377,826 43,761 39,478,232 62

63
-153,776 85,011,451 64

147,934 58,977,790 65

-2,419 16,265,133 66

-9,549 37,799,476 67

110,311 62,000,113 68

328 13,400,906 69

1,115,420 9,135,761 70

71

72

-481 4,107,216 73

74

1,585,594 43,761 333,221 ,584 75

76

77

78

7g

80

81

82

83
84

85

-11,813 45,767 86

-7,960 2,611,428 87

1,029,188 *6982.at . . .  f
s!"'.i;i5§!8:i"i?iE! - . : . . 2,245,063 88

125,234 ;;12§§j:?l5g8 9,443,355 89

6,380 118.860 90

135,055 2,666,594 91

1,106 1,430,917 92
21,195 1 ,879,461 93
79.563 2,175,608 94
25,471 124,227 95

1,415,232 -11,813 22,741 ,278 96

97
98

1,415,232 -11,813 22,741,278 99
6,246,138 675,365 446,913,556 100

101

102

103

6,246,138 675,365 445,913,556 104

i
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) _X An Original
(2) __ A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report

2008/04

FOOTNOTE DATA

FERC FORM NO. 1 ED. 12~87 Page 450.1

\Schedule Page:204 Column:T" -.we--.. l...- __ Line No.: 88 __.___...-...-,.__.__ -
Plant Asset retirement costs of $4,287,698 were erroneously entered on the wrong lines of
the 2007 FERC Form 1 (page 207) . As a result, the balance at end of year tor FERC Plant
Account 391 was understated and the balance at end of year for Plant FERC Account 392 was
overstated by this amount. To correct the error in the reported balances from 2007, the
$4,287,698 is shown as a "transfer" between these two Plant FERC accounts on the 2008 FERC
Form 1 (page 207 - Column f).

(SchedulePage: 204
Plant Asset retirement costs of $4,287,698 were erroneously entered on the wrong lines of
the 2007 FERC Form 1 (page 207) . As a result, the balance at end of year for FERC Plant
Account 391 was understated and the balance at end of year for Plant FERC Account 392 was
overstated by this amount. To correct the error in the reported balances from 2007, the
$4,287,698 is shown as a "transfer" between these two Plant FERC accounts on the 2008 FERC
Form 1 (page 207 - Column f).

Line No.: 89 Column:f I



Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

YearlPeriod of Report
End of 2008/Q4

1. Report separately each property held for future use at end of the year having an original cost cf $250,000 Cr more. Group other items of property held

for future use,
2. For property having an original cost of $250,000 or more previously used in utility operations, now held for future use, give in column (a), in addition to
other required information, the date that utility use of such property was discontinued, and the date the original cost was transferred to Account 105.

l 4

Line
No.

Description and Location
of Pf0)ef1y

(a

• ••Date riinally nclu e
in T( Account

'al1Date xpecte to eos
In Uthy Service

c
End of Year
Balance at

(d).

1 Land and Rights:

2 Cheyenne S.ubstation 10/08/2006 Unknown 60.745

3 Class Code: Vacant & Land

4 Parcel Size: 5.87 Acres

5 Township Range, and Section; 21N_ 16W, 28

6

7

8 Future 230kv TransmissionLinefrom 09/01/2008 Unknown 549,949

g Franconia Substation to North Havasu Substation

10 Class Code: Land Easement

11 Township, Range, and Section: Various

12

13

14

15

16

17

18
19

20

21 Gther Property: T!-§'§1i",<~

22

*... :=~~- ....

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47 Total
610,695

ELECTRIC PLANT HELD FOR FUTURE USE (Account 105)

FERC FORM NO.1 (ED. 12-96) Page 244



Name of Respondent

UNS E\ectric, inc. 8An Original
A Resubmission

This Re oft Is:
(1)

(2)

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

CONSTRUCTION WORK IN PROGRESS . - ELECTRIC (Account 107)

1. Report below descriptions and balances at end of year of projects in process of construction (107)
2. Show items relating to "research, development, and demonstratrorr" projects last, under a caption Research, Development, and Demonstrating (see

Account 107 of the Uniform System of Accounts)
3. Minor projects (5% of the Balance End of the Year for Account 107 or $100.000, whichever is less) may be grouped,

Line
No.

Description of Project

(S)

Construction work in progress -
Electric (Account 107)

(b)

1 3920648 Val! to Valencia 138KvLn-L&E 2,739,188

2 3690623 Cliff 69l'¥3.2Kv TO ad 33MVA 2,190,335

3 333062A Line Extensions > $50k.LH 1,381,980

4 368061 S Eastern Transl TI Rep! King 1,174,288

5 343061S N. Stockton Hill S9kv Trans Lm King 907,653

6 311761 S Mercator 69kv Line (King) 784,797

7 373061S White Hills Sub King 715,104

8 312061A Construction Eq - New (King) 625,734

g 8710628 Kiowa TO real..25MVA-47MVA LH 600,046

10 3940628 N Havasu Sub TO Addition LH 580,064

11 3630618 Gold Val Fdr 8002 Recon King 562,329

12 3310628 Distr. System Repo LH 531 ,B23

13 333061A Line Extensions > $50K King 494,516

14 330062A LineExtensions < $50K LH 447,284

15 311261S Jagerson Tie 4th CRCT FDR 5031 431,206

16 330061A Line Extensions < $50K King 424,650

17 3310618 Distr. System Real King 360,079

18 3317648 PreventativeMainsOH Dist. (Nag) 291,942

19 394064A ValenciaSub Bak Replace IV 283,721

20 3316648 Priority A UG Dist (Nog) 281 ,S51

21 3320618 SCADASys Kingman & Havasu 265,408

22 312062A Construction Eq - New (LH) 255,404

23 3830645 115kv Trans Line Repo (Nog) 252,157

24 3630625 Clearwater Fdr Add LH 206,176

25 332064A Distribution Fdrs & Ties Nog 203,646

26 320264S Redid New Bus Lm Ext (Nag) 155,743

27 31 zoezs Operations Center LH 146,111

28 3970628 Circuit6008 Reconductor (LH) 127,348

29 3118515 UNSE lntegr Balancing Auth (Kg) 121,296

30 331061A oistr. System Bettr. King 111,888

31 3315643 Priority A OH Dist (N09) t07,462

32 3530628 Replace Kiowa Bus Tie Switch 100,825

33

34

35 Minor Projects less than $100.000 4

36

37

38

39

40

41

42

43 TOTAL 18,758,596

FERC FORM NO. 1 (ED. 12-87) Page 21 s



Name of Respondent

UNS Eiectfic, Inc.

This Report is:
(1) § An Original
(2) .__ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Page 450.1ERC FORM NO.1 (ED. 12~87)

1§6hedu1e Page: 216____-. Line No.:35 CoLumn: b ..._ - ...-
There were no projects related to research, development, and demonstrating in 2008.
Research, development, and demonstrating work is classified separately as preliminary
engineering.



Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

ACCUMULATED PROVISION FOR DEPRECIATION OF ELECTRIC UT!LITY PLANT (Account 108)

1. Explain in a footnote any important adjustments during year.
2. Explain in a footnote any difference between the amount for book cost of plant retired, Line 11, column (c), and that reported for
electric plant in service, pages 2G4~207, column Qd), excluding retirements of non-depreciable property.
3. The provisions of Account 108 in the Uniform System of accounts require that retirements of depreciable plant be recorded when
such plant is removed from service. If the respondent has a significant amount of plant retired at year end which has not been recorded
and/or classified to the various reserve functional classifications, make preliminary closing entries to tentatively functionalize the book

cost of the plant retired. in addition, include all costs included in retirement work in progress at year end in the appropriate functional

classifications.
4. Show separately interest credits under a sinking fund or similar method of depreciation accounting.

Section A, Balances and Changes During Year

Line
No,

stem

(a)

Ta!
(C+(8b;€)

tlS¢§|;(I?v 3NI IN

(C)

k:l€cKflc slam Halo
for F'2td~,w Use

I
Lé3'888%Z>*E>?A'éfs

(8)

1 Balance Beginning of Year 262,571,712 262,571,712

2 Depreciation Provisions for Year, Charged to

3 (403) Depredation Expense 17,444,031 17,444,031

4 (4034) Depreciation Expense for Asset

Retirement Costs

5 (413) EXP- of Elem. Plt, Leas. to Others

6 Transportation Expenses»Clearing 1,367,716 1,367,715

7 Other ClearingAccounts -167,516

8 Other Accounts (Specify, details in footnote): -4,231,731 -4 W

g Reserve Re-Allocations -2,667,728

10 TOTAL Depress. Prov for Year (Enter Total of

lines 3 thru 9)

11 ,744-,772 11,744,772

11 Net Charges for Plant Retired:

12 Book Cost of Plant Retired 2,994,517 2,994,517

13 Cost of Removal 29,130 29,130

14 Salvage (Credit) 178,283 176,283

15 TOTAL Net Chris, for Plant Ret, (Enter Total

of lines 12 thru 14)

2;847,364 2,847,364

16 Other Debit or Cr. items (Describe, details in

footnote):

17

18 Book Cost or Asset Retirement Costs Retired

19 Balance End of Year (Enter Totals of lines 1,

10, 15, 16, and 18)

271 ,469,120 2927

Section B. Balances at End of Year According to Functional Classification

20 Steam Production

21 Nuclear Production

22 Hydraulic Producion-Conventional

23 Hydraulic Production-Pumped Storage

24 Other Production 11,621.441 11,621,441

25 Transmission 33,369.111 33,369,111

26 Distribution 213,339,814 213,339,814

27 Regional Transmission and Market Operation

28 General 13,138,754 13.138,754

29 TOTAL (Enter Tota! of lines 20 thru 28) 271,469,120 271,469,120

FERC FORM no. 1 (REV. 12-05) Page 219



Name of Respondent

UNS Electric, inc.

This Report is:
(1) _x An Original
(2) _ A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Page 450. 1ERC FORM no. 1 (ED. 12-87

l§8edule Page: 2219._ Line No.: 7 Column: c ....... .....
T h e  c r e d i t  o f  ( $ 1 6 7 , 5 1 6 )  r e p r e s e n t s  2 0 0 8  C C & B ,  C a l l  C e n t e r  a n d  " C o m m o n  S y s t e m s "
d e p r e c i a t i o n  a l l o c a t i o n s  m a d e  t o  U N S  E l e c t r i c ,  I n c .

L9chedule;j_'age: 219 Line No.: 8 Column: c ....~-..-_
The ($4 ,231 ,731 )  r e p re sen t s  t he  2008  amor t i za t i on  ( c r e d i t e d  t o  FERC  A cc t .  No . 406) o f  t h e
e l e c t r i c  p l a n t  a c q u i s i t i o n  d i s c o u n t  c r e d i t e d  t o  a c c u m u l a t e d  d e p r e c i a t i o n  i n  c o n n e c t i o n
w i t h  t h e  2 0 0 3  a c q u i s i t i o n  o f  t h e  e l e c t r i c  p l a n t  a s s e t s  o f  C i t i z e n s  C o m m u n i c a t i o n s  .

Schedule Page: 219 Line No.: 9 Column:c ..._..-...
The credit of ($2,667,728) represents the June 2008 Reserve re-allocation made between
FERC Acct. No. 0403 and FERC Acct. No. 0404 as it related to the 2008 UNS Electric Rate
O r d e r .

{SchedulePage: 219 Line No.:19 Column: c -8

Accumulated Provision for Amortization of Capital Leases

Per "Plant in Service and Accumulated Provision for Depreciation by
(271,469,120.00) Function" (Schedule Page: 219, Line No' 19, Column: C)

(1,732,985.00) FERC 0111 Accumulated Provision for Amortization of Electric Plant
(492,446.00) FERC 1111 Accumulated Provision for Amortization of Capital Leases

FERC 1112 Accumulated Provision for Amortization of Eleetric Plant
(898,662.00) - Citizen's Historical

FERC 1113
(25,117.00) - Citizen's Historical

(274,618,330.00) Per "Comparative Balance Sheet" (Schedule Page: 110, Line No:
Column: C)

5,

.J

I



Name of Respondent

UNS Electric, Inc.

This Rencrt is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/period of Report

End of 2008lQ4

MATERIALS AND SUPPLIES

1. For Account 154, report the amount of plant materials and operating supplies under the primary functional classifications as indicated in column (a);

estimates of amounts by function are acceptable. in column (d), designate the department or departments which use the class of material.

2. Give an explanation of important inventory adjustments during the year (in a footnote) showing general classes of material and supplies and the

various accounts (operating expenses, clearing accounts, plant, etc.) affected debited or credited. Show separately debit or credits to stores expense

clearing, if applicable.

Line
No.

Account

(a)

Balance
Beginning of Year

(b)

Balance
End of Year

(c)

Department or
Departments which

Use Material
(d)

1 Fuel Stack (Account 151) 22,302 20,661 Electric

2 Fuel Stock Expenses Undistributed (Account 152)

3 Residuals and Extracted Products (Account 153)

4 Plant Materials andOperatingSupplies (Account 154)

5 Assigned to - Construction (Estimated) 7,234,996 8,089,538 Electric

6 Assigned to - Operations and Maintenance

7 Production Plant (Estimated) 1 ,044 Electric

8 Transmission Plant (Estimated) 2,084

106,038

Electric

Electric
9 Distribution Plant (Eslimahad) 60,623

10 Regional Transmission and Market Operation Plant

(Estimated)

11 Assigned to - Other (provide details in footnote)

12 TOTALAccount 154 (Enter Total of lines 5 thru 11) 7,297,703 8,198,620 Elecific

13 Merchandise (Account 155)

14 Other Materials and Supplies (Account 156)

15 Nuclear Materials Held for Sale (Account 157) (Not

applica to Gas Util)

15 StolesExpense Undistributed(AccouM 163) 357,967 766,75D Electric

17

18

19

20 TOTAL Materials and Supplies (Per Balance Sheet) 7,677,972 8,984,031 Electric

4

FERC FORM no. 1 (REV. 12-05) Page 227



Name of Respondent

UNS Electric_ Inc

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

Transmission Service and Generation Interconnection Study Costs

1. Report the particulars (details) called for concerning the costs incurred and the reimbursements received for performing transmission service and

generator interconnection studies.
2. List each study separately.
3. In column (a) provide the name of the study.
4. in column (b) report the cost incurred to perform the study at the end of period.
5. in column (c) report the account charged with the cost of the study.
6. in column (d) report the amounts received for reimbursement of the study costs at end of period.
7. In column (e) report the account credited with the reimbursement received for performing the study.

Line
No. Description

(a)

Costs Incurred During
Period

(t>>

Account Charged

(c)

Reimbursements
Received During

thePeriod
(d)

Account Credited
With Reimbursement

Te)

1 Transmission Studles

2

a

4

5

s

1

8

g

10

11
12

13

14

15

16

17

18

19

20

21

22

Generation Studies

Edison Mission W Golden Valley 4.186 andVat O&M

23

24 Edison Mission Industrial Sub 2,004 566 and VatO&M

25

26 Edison Mission Boriana Junction 4,066 566 andVat O&M

27

28

29

30

31

32

33

34

35

36

37

38

39

40

I
I

FERC FORM NO. 111-F/3-Q (NEW. 03-07) Page z31



Name of Respondent

UNS Electric, inc.

This Report Is:..
(1) [3]An Onglnal
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

OTHER REGULATORY ASSETS (Account 182.3)

1. Report below the particulars (details) called for concerning other regulatory assets, including rate order docket number, if applicable .
2. Minor items (5% of the Balance in Account 182.3 at end of period, or amounts less than $50,000 which ever is less), may be grouped

by classes.
3. For Regulatory Assets being amortized, show period of amortization.

Line
No.

Description and Purpose of
Other Regulatory Assets

(3)

Balance at

Beginning of

Current

Quarter/year

(b )

Debits

(C)

C R E D ! TS Balance at end of

Current QvarterNear

cm

Witten on uunng

the QuarterNear

Account Charged

<d)

Wnnen on Uunng

the Period

Amount

(e )

1 ssa,448:8}§€l85;b8§§ég'j§[§E§f§,§éf= 1 2,044,662 228.3 229,681 2,478,429

2 ACC Decision #59951

3 Issued January 1997

4

5 Unrealized Loss on Derivatives 1.005,828 27.195,083 176/245 4,415,902 23,785,007

6 ACC Decision #69202

7 Issued December2006

.8

g Rate Case Expenses soa000 407.3 358,333 241,667

10 Acc Decision #70360

11 Issued May 27, 2008

12

13 UBOC Credit Agreement 1,895 428.0 1.895

14 ACC Decision #66174

15 Issued August 2006

16

17 Purchase of Landfill Gas 132,601 11,880 254.0 144.281

18 PerAAC R14-2-1618

19

20 ' i i i
Ado 110,100 13,191 96,909

21 December2008

22

23 DSM Adjuster 41,994 41,994

24 ACC Decision #70360

25 Issued May 27, 2008

26

27

28

29

30

31

32

33

34

35

36

37

38

39

KG

41

42

43

44 TOTAL 1,803,770 30,003,519 5,205,277 26,602,012

I
I
I
I

FERC FORM no. 1/3.Q (REV. 02-04) Page 232



Name of Respondent

UNS Electric, Inc.

This Report is:
(1)1 An Original
(2) __ A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/period of Report

2008/Q4

FOOTNOTE DATA

Schedule Page: 232 Line No.: 20 Column: a

FERC FORM no. 1 ED. 12-87 Page 450. 1

SchedulePage' 232__... Line Na l.--_Column: a ..._.... .__l
As a result of the adoption of FAS 158, Employer' s Accounting for Deferred Benefit Pension
and other Post Retirement Plans, a liability for the under funded pension liability at
December 31, 2006 was recorded. Because the ACC Nas historically permitted the recovery of
pension costs in rates under the accrual method, a corresponding regulatory asset was also
recorded. Current service rates were authorized in ACC Decision no. 59951 issued in
January 1997.

Accrued post retirement benefits deferred pursuant to guidelines issued by ACC in December
2008 .

|



Name of Respondent

UNS Eledrlc, Inc.

This Report Is: .
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

YearlPefiod of Report
End gf 2008/Q4

MISCELLANEOUS DEFFERED DEBITS (Account 186)

1. Report below the particulars (details) called for concerning miscellaneous deferred debits.
2. For any deferred debit being amortized, show period of amortization in column (a)
3. Minor item (1% of the Balance at End of Year for Account 186 or amounts less than $50,000, whichever is less) may be grouped by

classes.

Line
No.

Description of Miscellaneous
Deferred Debits

(8)

Balance at
Beginning of Year

(b)

Debits

(C)

CREDITS Balance at
End of Year

(f)(8
Amount

(8)
1 Blanket Purchase Orders 11 921 11

2

3

4 Customer information Clearing 4,395 8,403,572 VAR 8,404,899 3.068

5

6
7 Other 7,264 VAR 7,264

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

to
41

42

43

44

45

46

47 Misc. Work in Progress

48
Deferred Regulatory Comm.
Expenses (See pages 350 - 351)

600,000 VAR 600,000

49 TOTAL 604,406 3.0688

i

FERC FORM NO. 1 (ED. 12-94) Page 233



Name of Respondent

UNS Electric, inc.

This Report is:. .
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

ACCUMULATED DEFERRED INCOME TAXES (Account 190)

1.
2.

Report the information called for below concerning the respondent's accounting for deferred income taxes.
At Other (Specify), include deferrals relating to other income and deductions.

Line
No.

Description andLocation

<a)

Balance of Begirding
of Year

(b)

Balance at End
of Year

(c)

1 Electric

2 Alternative Minimum Tax Credit 374,399 859,863

3 Tax Operating Loss Carryforwards 143,373

4

5 Deferred Income Tax Assets (See Note 1)

6

7 Other

8 TOTAL Electric(Enter Total of lines 2thru 7) 10,532,742 8.929.175

9 Gas

10

11

12

13

14

15 Other

16 TOTAL Gas (Enter Total of lines 10 thru 15

17 Other (Specify)

18 TOTAL (Acd 190) (Total of lines 8, 16 and 17) 10,532,742 8,929,175

Notes

I
I
I
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Name of Respondent

UNS Electric, Inc

This Report is:
(1) x_ An Original
(2) ._ A Resubmission

Date of Report
(Mo, Do, Yr)

04/1 B/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Page 450 1FERC FORM no. 1 ED. 12-87

!Schedule9899 234 -*line No.: 5 C0[u[u_n-b

Contributions in Aid of Construction
Customer Advances
Purchased Power Fuel Adjustment Clause
Deferred Compensation
Bad Debt
Other

1,287,350
4,515,853
3,643,810
365,244
335,813
10,273

10,158,343

Schedule 1841915234 Line No.: 5 Column: c

Contributions in Aid of Construction
Customer Advances
Purchased Power Fuel Adjustment Clause
Deferred Compensation
Bad Debt
Other

2, 001, 865
s, 005, 279

491, 411
371, 180
56, 204

7, 925, 939

I



Name of Respondent

UNS Electric, Inc.

This Reoorl is:
(1) A An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

ACCUMULATED DEFERRED INCOME TAXES (Account 190)

1.
2.

Report the information called for below concerning the respondent's accounting for deferred income taxes.
At Other (Specify), include deferrals relating to other income and deducions,

Line
No.

Description and Location

(at

»naiance o Beginning
of Year

(b)

Balance at End
of Year

(c)

1 Electric

2 Alternative Minimum Tax Credit

n» =» a» w-.==f<-==:a~

374,399

4 : r ' ~ . . @:8¢s1.i , r

859,853

3 Tax Operating Loss Carryforwards 143,373

4

5 Deferred Income Tax Assets (See Note 1) 43
4

9

6

7 Other

8 TOTAL Electric (Enter TotaI of lines 2 thru 7) 10,532,742 8,929,175

g Gas

10

11

12

13

14

15 Other

16 TOTAL Gas (Enter Totalof lines 10 thru 15

17 Other (Specify)

18 TOTAL (Acct 190)(Total of lines 8, 16 and17) 19,532,742 8,929,175

Notes

I
I
I
I

I
I
I
I
I
I
I
I
I
I
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Name of Respondent

UNS Electric, inc.

This Report is:
(1) >$ An Original
(2) __ A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/period of Report

2008/Q4

FOOTNOTE DATA

Page 450.1FERC FORM no. 1 (ED. 12-87

Schedule Page1_234 Line NQ:_§ Column: b

Contributions in Aid of Construction
Customer Advances
Purchased Power Fuel Adjustment Clause
Deferred Compensation
Bad. Debt
Other

1,287,350
4,515,853
3,643,810
365,244
335,813
10,273

10,158,343

SchedulePage:234 Line No.: 5 Column: c

I
I

Contributions in Aid of Construction
Customer Advances
Purchased Power Fuel Adjustment Clause
Deferred Compensation
Bad Debt
Other

2,001,865
5,005,279

491,411
371,180
56,204

7, 925,939

I
I
I
I
I
I
I
I
I

I



Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report

End of 2008/Q4

CAPITAL STOCKS (Account 201 and 204)

1. Report below the particulars (details) called for concerning common and preferred stock at end of year, distinguishing separate
series of any general class. Show separate totals for common and preferred stock. If information to meet the stock exchange reporting
requirement outlined in column (a) is available from the SEC 10~K Report Form filing, a specific reference to report form (Le.. year and
company title) may be reported in column (a) provided the fiscal years for both the 10-K report and this report are compatible.
2. Entries in column (b) should represent the number of shares authorized by the articles of incorporation as amended Io end of year.

Line
No.

Class and Series of Stock and
Name of Stock Series

(a)

Number of shares
Authorized by Charter

(b)

Par or Slated
Value per share

(C)

Call Price at
End of Year

(d)

1 Common Stock

2 Account 201 1_o00

3

4

5

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

St

32

33

34

35

36

37

38

39

40

41

42

I
I

I
I
I
I
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

CAPITAL STOCKS (Account 201 and 204) (Continued)

3. Give particulars (details) concerning shares of any class and series of stock authorized to be issued by a regulatory commission
which have not yet been issued.
4. The identification of each class of preened stock should show the dividend rate and whether the dividends are cumulative or

non-cumulative.
5. State in a footnote if any capital stock which has been nominally issued is nominally outstanding at end of year.
Give particulars (details) in column (a) of any nominally issued capital stock, reacquired stock, or stock in sinking and other funds which
is pledged, stating name of pledge and purposes of pledge.

OUTSTANDING PER BA;ANCE SHE.ET
(Total amount outstanding wNhou! reduction

for amounts held by respondent)

HELD BYRESPONDENT Line
No.AS REACQUIRED STOCK (Account 2th) IN SINKING ANDOTHER FUNDS

Shares
(e)

Amount
(f)

hares
(Q)

Cost
(h)

ha.res
(I)

Amount
(1)

1

1 ,000 10 2

3

4

5

6

7

8

g

10

t i

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

I
I
I
I
I
I

FERC FORM no.1 (ED. 12-88) Page 251



Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Perkod of Report
End of 2008/Q4

OTHER PAID-IN CAPITAL (Accounts 208-211, inc.)

Report below the balance at the end of the year and the information specified below for the respective other paid-in capital accounts. Provide a
subheading for each account and show a total for the account, as well as total of all accounts for reconciliation with balance sheet, Page 112. Add more
columns for any account if deemed necessary. Explain changes made in any account during the year and give the accounting entries effecting such

change.
(a) Donations Received from Stockholders (Account 208)-State amount and give brief explanation of the origin and purpose of each donation.
(b) Reduction in Par or Stated value of Capital Stock (Account 209): State amount and give brief explanation of the capital change which gave rise to

amounts reported under this caption including identification with the class and series of stock to which related,
(c) Gain on Resale or Cancellation of Reacquired Capital Stock (Account 210): Report balance at beginning of year, credits, debits, and balance at end

of year with a designation of the nature of each credit and debit identified by the class and series of stock to which related.
(d) Miscellaneous Paid-in Capital (Account 211)-Classify amounts included in this account according to captions which, together with brief explanations,

disclose the general nature of the transactions which gave rise to the reported amounts.

LN13
I gt"

Al'\&3UI'\I

1 Account 208- Donations Received from stockholders

2 - Paid-In Capital from UniSource Energy Services, Inc. 58,906,477

3

4 Account 209 - Reducion in par of Stated Value of Capital Stock

5

6 Account 210 - Gain on Resale or Cancellation ofReacquired Capital Stk

7

8 Account 211 .. Miscellaneous Paid-in Capital

g _ Adjust Acquisition Adjustment for Direct Costs -19,816

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

2.1

32

33

34

35

36

37

38

39

40 TOTAL sa.886,e61

I
I
I
I
I
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Name of Respondent

UNS Electric, Inc

This Report Is:
(1) A An Original
(2) A Resubmission

Date of Report
(Mo. Da. Yr)
04/18/2009

Year/Period of Report

LONG-TERM DEBT (Account 221, 222, 223 and 224)

1. Report by balance sheet account the particulars (details) concerning long-term debt included in Accounts 221, Bonds, 222,
Reacquired Bonds, 223, Advances from Associated Companies, and 224, Other long-Term Debt.
2. In column (a), for new issues, give Commission authorization numbers and dates.
3. For bonds assumed by the respondent, include in column (a) the name of the issuing company as well as a description of the bonds.
4. For advances from Associated Companies, report separately advances on notes and advances on open accounts. Designate
demand notes as such. Include in column (a) names of associated companies from which advances were received.
5. For receivers, certificates, show in column (a) the name of the court -and date of court order under which such certificates were

issued.
6. In column (b) show the principal amount of bonds or other long-term debt originally issued.
7. in column (c) show the expense. premium or discount with respect to the amount of bonds or other long-term debt on'ginally issued.
8. For column (c) the total expenses should be listed first for each issuance, then the amount of premium (in parentheses) or discount.
indicate the premium or discount with a notation, such as (P) or (D). The expenses, premium or discount should not be netted.
9. Furnish in a footnote particulars (details) regarding the treatment of unamortized debt expense, premium or discount associated with
issues redeemed during the year. Also, give in a footnote the date of the Commission's authorization of treatment other than as
specified by the Uniform System of Accounts.

Line
No.

Class and Series of Obligation, Coupon Rate
(For new issue, give commission Authorization numbers and dates)

(a)

Principal Amount
Of Debt issued

(b)

Total expense,
Premium or Discount

(€)

1 7.61% UNS Electric Note 60,000,000 792,795

2

3 UNS Electric Revolving Credit Facility 45,000,000 89,233

4

5 6.5% 2015 Senior Unsecured Notes 50,000,000 341,137

6 7. 1% 2023 Guaranteed Notes Series B 50,000,000 341,t37

7

8

g

10

11
12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33 TOTAL o205,000_00 1 ,564-,302

I
I
I
I
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Name of Respondent

UNS Electric, Inc. A Resubmission
33" 22 iginal
(2)

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

LONG-TERM DEBT (Account 221 I 222, 223 and 224) (Continued)

10. Identify separate indisposed amounts applicable to issues which were redeemed in prior years.
11. Explain any debits and credits other than debited to Account 428, Amortization and.Expense, or credited to Account 429. Premium

on Debt - Credit.
12. In a footnote, give explanatory (d.etails) for Accounts 223 and 224 of net changes during the year. With respect to long-term
advances. show for each company; (a) principal advanced during year, (b) interest added to principal amount, and (e) principle repaid
during year. Give Commission authorization numbers and dates.
13. If the respondent has pledged any of its long-term debt securities give particulars (details) in a footnote inducing name of pledge
and purpose of the pledge.
14. if the respondent has any long-term debt securities which have been nominally issued and are nominally outstanding at end of
year, describe such securities in a footnote.
is. If interest expense was incurred during the year on any obligations retired or reacquired before end of year, induce such interest
expense in column G). Explain in a footnote any difference between the total of column (i) and the total of Account 427, interest on
Long-Term Debt and Account 430, Interest on Debt to Associated Companies.
16. Give particulars (details) concerning any long-term debt authorized by a regulatory commission but not yet issued.

Nominal Date
of Issue

(d)

Date of
Maturity

(e)

AMORTIZATION PERIOD !8ndIf. .
(Total amount outstay In without

reducion for amounts held by
resp?}dent)

Interest for Year
Amount

(o

Line
No.

Date From

(o

Date To

(9)

08/11/2003 08/11/2008 08/11/2003 08/11/2008 2,803,017 1

2

08/11/2006 08/11/2011 08/11/2006 08/11/2011 8,000,000 837.258 3

4

08/07/2008 08/07/2015 as/owzcoa 08/07/2015 50,000,000 1,309,028 5

08/07/2008 08/07/2623 08/0712908 08/07/2023 50,000,000 1 ,429,861 s

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

108,000,000 8,379,164 33



Name of Respondent

UNS Eieciric, Inc.

This Report lai. .
(1) x An Orrglnal
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME FOR FEDERAL INCOME TAXES

1. Report the reconciliation of reported net income for the year with taxable income used in computing Federal income tax accruals and show
computation of such tax accruals. Include in the reconciliation, as far as practicable, the same detail as furnished on Schedule M-1 of the tax return for
the year, Submit a reconciliation even though there is no taxable income for the year. Indicate dearly the nature of each reconciling amount.
2. If the utility is a member of a group which files a consolidated Federal tax return, reconcile reported net income with taxable net income as if a
separate return were to be field, indicating, however, intercompany amounts to be eliminated in such a consolidated return. State names of group
member, tax assigned to each group member, and basis of allocation, assignment, or sharing of the consolidated tax among the group members.
3. A substitute page, designed to meet a particular need of a company, may be used as Long as the data is consistent and meets the requirements of
the above instructions. For electronic reporting purposes complete Line 27 and provide the substitute Page in the context of a footnote.

Line
No.

Particulars (Details)
(3)

Amount
(b)

1 Net income for the Year (Page 1th) 3,763,587

z Reconciling Items for the Year:

3

4 Taxable IncomeNot Reportedon Books

5 Customer Advances

s CIAC 1,981,339

7

8

9 1. Iducts ns Recorded on Books Not Deducted for Return

10 Federal and State Income Tax Expense

11 Other 149563894218

12

13

14 Income Recorded on Books Not Included in Return

15 Accrued interest

16 AFUDC Equity 322_1G7

17

18

19 Deductions on Recur Not Charged Against Book Income

20 State Income Taxes

21 PPFAC 9,286,554

22 Tax Depreciation in Excess of Book Depreciation 3,043,632

23 Repairs Capitalized 5,226,714

24 Deductible Service Costs 365,851

25 Other

26

27 Federal Tax Net Income -6,98t,213

28 Show Computation of Tax:

29 Federal Income Tax at 35% -2,443,425

30

31 :.281

32

33

34

35

36

37

38

39

40

41

42

43

44

1,235,924

FERC FORM no.1 (ED. 12-96) Page 261



Name of Respondent

UNS Electric, Inc.

This Report is:
(1) An Original
(2) ._ A Resubmission

Date of Report
(Mo, Da, Yr)

04/1 B/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Line No.: 25 Column: bSchedule Page: 261

Page 450.1FERC FORM no. 1 (ED. 12-87)

§ghgdJi é-pag g_°  261 Line _no.: 11 Column: b

of TaxBad Debt Expense for Books in Excess
Contributions Carryover
Deferred Expenses - EPS
Dividends Equivalents
FAS 112
Incentive Comp - PEP
Rate Case Expenses
Restricted Stock -
SERP
Stock Options
Pension
Meals & Entertainment
Vacation

Directors

530,646
79,201

132,602
21,743
91,869

264,317
358,333

63,129
102,142
160,102
66,778
20,555
59,477

1,950,894

Rabb i  T r us t
Res t r i c t ed  S t o c k

52,416
20,967
73,383

{Schedule Page: 261 Line No.: 31 Column: a

Affiliated Group Members Percentage
Owned

Federal Income
Tax Assigned

(2, 349, 240)UniSource Energy Corporat i on

(436,440)
2,851

(18,344)
137,275
(63,021)

(482)

100%
100%
100%
100%
100%
100%
100%
100%
l00%
l00%
100%
100%
100%
100%

253,869
(13,318,102)

Advanced Energy Technologies, Inc.
Escavada Leasing Company
MEH Equities Management Company
Millennium Energy Holdings, Inc.
Millennium Environmental Group, Inc.
Nations Energy Corporation
San Carlos Resources, Inc.
Southwest Energy Solutions, Inc.
Tucson Electric Power Company
Tucsonel, Ire.
UniSource Energy Development Company
UniSource Energy Services, Inc.
UNS Gas, Inc.
UNS Electric,
Total

Inc .

362,325
891

1,193,964
£1,324,752)

(l5,559,206)

The Aff iliated Group f iles a consolidated federal income tax return. The tax liability of
the group is first allocated to members in accordance with section 1.1552-1(a) (2) of the
Income Tax Regulations. The Group has elected 100% as the fixed percentage to be used to
a l l o c a t e  a d d i t i o n a l  a m o u n t s  t o  m e m b e r s  i n  a c c o r d a n c e  w i t h  s e c t i o n  1 . 1 5 0 2 - 3 3 ( d )  ( 3 ) o f  t h e
regulations.

I

I



Name of Respondent

UNS Eledfic, Inc. 8This Re oft ls . .
(1) An Ongxnal
(2) A Resubmission

Date of Report
(Mo. Do, Yr)
04/18/2009

Year/Period ofReport
End of 2008/Q4

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR

1. Give particulars (details) of the combined prepaid and accrued tax accounts and show the total taxes charged to operations and other accounts during

the year. Do not include gasoline and other sales taxes which have been charged to the accounts to which the taxed material was charged. If the

actual, or estimated amounts of such taxes are know, show the amounts in a footnote and designate whether estimated or actual amounts.

2. include on this page, taxes paid during the year and charged direct to final accounts, (not charged to prepaid or accrued taxes.)

Enter the amounts in both columns (d) and (e). The balancing of this page is not affected by the inclusion of these taxes.
3. Induce in column (d) taxes charged during the year, taxes charged to operations and other accounts through (al accruals credited to taxes accrued,

(b)amounts credited to proportions of prepaid taxes chargeable to current year, and (c) taxes paid and charged direct to operations or accounts other

than accrued and prepaid tax accounts.
4. List the aggregate of each kind of tax in such manner that the total tax for each State and subdivision can readily be asoedained.

Line
No.

Kind of Tax
(See instruction 5)

(al

BALANCE AT BEGINNING OF YEAR axes
C armed

lflhg
ear
(d)

1838

9/'389
(e)

Adjust~
merits

(t>

axes Accrued
(Account 236)

<b)

1
(Include nn Account 165)

repaidTaxes

(C)

1 Federal

2 Income -623,330 -2,502,758 -3,183,383

3 FICA 10,979 788,355 789,466

4 Unemployment 437 10,139 10,399

5

8 Subtotal .511_914 -1,704,264 -2,383,518

7

8 State & Local - Arizona

9 Income -163,875 -359,583 -358.466

10 Prepaid Tax - ACC 196,416 305, t50

11 Real & PersonalProp Tax 1,603,192 3,392,421 3,300,418

12 Unemployment 672 12,894 13,308

13 Other Taxes

14

15

16

17 Subtotal 1,439,989 3,242,148 3,260,410

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41 TOTAL 828,075 1 _537_884 876,892
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo,Da, Yr)

04/18/2009

Year/period of Report

TAXES ACCRUED, PREPAID AND CHARGED DURING YEAR (Continued)

5. If any tax (exclude Federal and State income taxes)- covers more then one year, show the required information separately for each tax year,

identifying the year in column (a).
6. Enter all adjustments of the accrued and prepaid tax accounts in column (f) and explain each adjustment in a foot- note. Designate debit adjustments

by parentheses.
7. Do not include on this page entries with respect to deferred income taxes or taxes collected through payroll deductions or otherwise pending

transmittal of such taxes to the taxing authority.
8. Report in columns (i) through (l) how the taxes were distributed. Report in column (I) only the amounts charged to Accounts 408.1 and 409.1
pertaining to electric operations. Report in column (l) the amounts charged to Accounts 408.1 and 109.1 pertaining to other utility departments and
amounts charged to Accounts 4082 and 4092. Also shown in column (I) thetaxes charged to utility plant or other balance sheet accounts.
9. For any tax apportioned to more than one utility department or account, state in a footnote the basis (necessity) of apportioning such tax.

BALANCEAT END OF YEAR DISTRIBUTION OF TAXES CHARGED Line
No.(Taxes accrued

A°°°'i8§236) (Ind.
PrepaidTaxes

in Aount 165)
Electric

(Account 408.1, 409.1)
(i)

Extraordinary Items
<A¢w~8;4093)

Iadjustments to e .
Earnings (Account 439)

(k)

Other

(I)
1

57,295 -3,812,583 1 .309,a25 2

9.868 392,942 395.413 3

177 10,139 4

5

67,340 -3,409,502 1 ,705,238 6

7

8

-164,992 -139,010 -220,573 9

108.734 196,416 10

1,695,195 3,t86,420 206,001 11

258 12,894 12

78.240 -78,240 13

14

15

16

1 ,530,461 108,734 3,138,544 103,604 17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

1,597,801 108,734 -270,958 1.808.842 41
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Name Rf Respondent

UNS Electric, Inc,

This Resort is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

OTHER DEFFERED CREDITS (Account 253)

1. Report below the particulars (details) called for concerning other defered credits.

2. For any deferred credit being amortized, show the period of amortization .

3. Minor items (5% of the Balance End of Year for Account 253 or amounts less than $10_000, whichever is greater) may be grouped by classes.

Line
No.

Description and Other
Deferred Credits

(H)

Balance at
Beginning of Year

(b)

DEBITS
Credits

(Q)

Balance at
End of Year

(f)

Contra
Account

(c)

Amount

(Ci)
1 Deferred Reclamation Costs 327,921 VAR 227,968 99,953

2 Other Deferred Credits 13,605 925 15,103 10,120 8,622

3

4

.5

6

7

8

g

10

11
12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

35

37

38

39

40

41

42

43

44

45

46

47 TOTAL 341,526 243\071 10,120 108,575
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original!
(2) A Resubmissiorr

Date of Report
(Mo, Da, Yr)
04/1 B/2009

Year/Period of Report
End of 2008/Q4

ACCUMULATED DEFFERED INCOME TAXES .. OTHER PROPERTY (Account 282)

1. Report the information called for below concerning the respondent's accounting for deferred income taxes rating to property not

subject to accelerated amortization
2. For other (Specify),include deferrals relating to other income and deductions.

Line
No.

Account

(a)

Balance at
Beginning of Year

(b)

CHANGES DURING YEAR

Amounts Debited
to Account410.1

(6)

Amounts Credited
to Account 4th .1

(d>

1 Account 282

2 Electric 5,648,809 4,741 ,502

3 Gas

4

5 TOTAL (Enter Total of lines 2 thru 4) 5,648.809 4,741 ,602

S

7

8

9 TOTAL Account 282 (Enter Total of lines5 thru 5,648,809 4,741 ,602

10 Classification of TOTAL

11 Federal Income Tax 4_g31_822 4,034,328 -10,924

12 State income Tax 715,987 707,274 10,924

13 Local Income Tax

NOTES
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Name of Respondent

UNS Electric, Inc.

This Report It
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

ACCUMULATED DEFERRED INCOME TAXES - OTHER PROPERTY (Account 282) (Continued)

3. Use footnotes as required.

ADJUSTMENTSCHANGES DURING YEAR

(k)

Balance at
End of Year

Line
No,Amounts Debited

to Account 410.2

(e)

Amounts Credited
to Account 411 .2

(f)

Debits Credits

Account
Credited

(Q)

Amount

(h)

Account
Debited

(i)

Amount

0>

10,390,411 2

3

4

10.390,411 5

6

7

B

10,390,411 9

to1 \ . "8 ';* .» ,':
`m$$A$:iAi8W

8,977,074 11

1,413,337 12

13

NOTES (Continued)

I
I

i
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Name of Respondent

UNS Electric, Inc. 8An Original
A Resubmission

This Re ort Is:
(1)
(2)

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report

End of 2008/Q4

ACCUMULATED DEFFERED INCOME TAXES - OTHER (Account 283)

1. Report the information catted for below concerning the respondent's accounting for deferred income taxes rerating to amounts

recorded in Account 283.

2. For other (Specify),include deferrals rerating to other income and deductions,

Line
No.

Account

(3)

I
I

CHANGES DURING YEAR
Amounts Debited
to lt410.1 4

'8"R""'S Cretiiited
o¢olé»t4 1.1

Balance at
Beginning ofYear

(b)
1 Account 283

2 Electric

3

4 Other 238.188 108,274 464,248

5

6

7

8

g TOTAL Electric (Total of lines 3 thru 8) 238,188 108,274

10 Gas

11

12

13

14

15

16

17 TOTAL Gas (Total of lines 11 thru 16)

18

19 TOTAL (Acct 283) (Enter Total of lines 9, 17 and 18) 238,188 108,274 464,248

20 Classification of TOTAL

21 Federal Income Tax 195,487 381,01288,861

22 State Income Tax 42,701 19,413 83,236
23 Local Income Tax

NOTES
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Name of Respondent

UNS Electric. Inc;

This Resort Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report
End of 2008lQ4

ACCUMULATED DEFERRED INCOME TAXES _OTHER (Account 283) (Continued)

3.

4.

Provide in the space below explanations for Page 276 and 277. Induce amounts relating to insignificant items listed under Other.

Use footnotes as required.

CHANGES DURING YEAR ADJUSTMENTS
Balance at

End of Year

(*<)

Line
No,

Amounts Debated
to Account 410.2

(e)

Amounts Credited
to Account 411_2

(fl

Debits Credits
AAccount

cfggyed
mount

(h)

»Account
Dated

I

mount

(1)
1

2

3

5

6

7

8

-117,786 9

10

11
12

13

14

15

16

17

18

-117.786 19

20

-96\664 21

-21,122 22

23

NOTES (Continued)
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Name of Respondent

UNS Electric, Inc

This Report is:
(1)5 An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Page 450.1FERC FORM NO. 1 ED. 12-87

E85edule Page: 276___- Line No.: 4 Column: k _ _ ___
The Other balance at the end of the year is comprised of the following amounts:

Rate Case Expenses
Pension
SERP
T o t a l

95,700
(10,695)

(202,792)
(117,787)



Name of Respondent

UNS Electric, Inc. 8An Original
A Resubmission

This Re ort Is:
(1)
(2)

Date of Report
(Mo, Da, Yr)

04/18/2099

Year/Period of Report
End of 2008/Q4

OTHER REGULATORY LIABILITIES (Account 254)

1. Report below the particulars (details) called for concerning other regulatory liabilities, including rate order docket number, if
applicable.
2. Minor items (5° /> of the Balance in Account 254 at end of period, or amounts less than $50,000 which ever is less), may be grouped
by classes.
3. For Regulatory Liabilities being amortized, show period of amortization.

Line
No.

Description and Purpose of
Other Regulatory Liabi\ilies

(a)

Balance at Begirding
of Current

QuarterNear

(b)

DEBITS

Credits

(e)

Balance at End
of Current

Quarternear

(f)

Account
Credited

(c)

Amount

(d)

1 Purchased Power Fuel Adjustment Clause 9,288,554 555/565 189,454,437 186,637,334 6,459,451

2 ACC Decision #66028

3 Issued Juiy 2003

4

5 DSM Program 456 221,563 428,417 206,854

6 ACC Decision #70360

7 Issued Mav 2008

8

.9 Renewable Energy Standard Tariff Plan 416 457,749 1,328,931 871_182

10 ACC Decision #70315

11 issued April 2008

12

13 Unrealized Gains on Derivative 9,835,572 175/176/244 44,069,141 M,233,569

14 ACC Decision #69202

15 Issued December, 2006

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

35

37

38

39

40

41 TOTAL 19,122,125 234,212,890 222,628,251 7,537,487

FERC FORM no. 1/3-Q (REV 02-04) Page 278



Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x Arr Original
(2) A Resubmission

Date of RepoN
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

ELECTRIC OPERATING REVENUES (Account 400)
1, The fdlowlng instructions generally apply to the annual version of these pages. Do not report quarterly data in columns (c), (e), (f), and (g). Unbilled revenues and MWH

related to unbilled revenues need not be reported separately as required in the annual version of these pages.
2. Report below operating revenues for each prescribed account, and manufactured gas revenues in total.
fa Report number of customers, columns (f) and (9), on the basis of meters, in addition to the number of flat rate accounts, except that where separate meter readings are added
for biliirrg purposes, one customer should be counted for each group of meters added. The -average number of customers means the average of twelve figures at the close of

each month.
4. If increases or decreases from previous period (columns (c),(e), and (g))_ are not derived from previously reported figures, explain any inconsistencies in a footnote.

Line
No.

Title of Account

(H)

Operating Revenues Year

to Date Quarterly/Annud

(p)

Operating Revenues

Previous year (no Quarterly)

( c )

1 Sales of Electricity

2 (440) Residential Sales

3 (442) Commercial and Industrial Sales

4 Small (or Comm ) (See Instr. 4) 69,412,607 63,570,755

5 Large (or Ind.) (See Instr. 4) 19,626,605 15,431 .353

6 (444) PubEs Street and Highway Lighting 368.082 383,579

7 (445) Other Sales to Public Authorities

8 (446) Sales to Railroads and Railways

9 (448) interdepartmental Sales

10 TOTAL Sales to Ultimate Consumers 181 ,638,915 165,145,363

11 (447) Sales for Resale 10,168,115 234,273

12 TOTAL Sales ofElectricity 165,379,535

is (Less) (449.1) Provision for Rate Refunds

14 TOTAL Revenues Net of Prov. for Refunds 191 807,030 165,379,535

15 Other Operating Revenues

15 (450) Forfeited Discounts

t7 (451) Miscellaneous Service Revenues 1,220.716 887,998

18 (453) Sales of Water and Water Power

19 (454) Rent from Eieciric Property 428.014 314,545

20 (455) lnterdeparimenlal Rents

21 (456) Other Electric Revenues 1.445,274 2,375,590

22 (456.1) Revenues from Transmission of Electricity of Others 9,654

23 (457.1) Regional Control Service Revenues

24 (4572) Miscellaneous Revenues

25

25 TOTAL Other Operating Revenues 3,103,658 3,579,133

27 TOTAL Etectrfc Operating Revenues 194.910,688 168,958,769

I
I
I
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Name of Respondent

UNS Electric, Inc,

This Re 011 Is:
(1) 8An Original

A Resubmission(2)

Date of Report
(Mo, Do, Yr)
04/18/2009

YearlPeriod of Report
End of 2008/Q4

ELECTRIC OPERATING REVENUES (Account 400)

5. Commercial and industrial Sales, Account442, may be classified according to the basis of classiNcatian (Small or Commercial, and Large or fndustrlal) regularly used by the
respondent if such basis of classification is not generally greater than 1000 Kw of demand. (See Account 442 of the Uniform System of Accounts. Explain basis cf classification

in a footnote.)
6. See pages 108409, Important Changes During Period, for important new territory added and important rate increase or decreases.
7. For Lines 2,4,5,and 6, see Page 304 for amounts relating to unbilled revenue by accounts
8. Include unmetered sos, Provide details of Such Sales in a footnote

MEGAWATT HOURS SOLD AVG.NO. CUSTOMERS PER MONTH Line
No,Year to Date Quar!erlylAnnual

(d)

Amount Previous year (no Quarterly)

(8)

Current Year (no Quarterly)

(f)

Previous Year (no Quarterly)

(9)

1

822,497 854,119 79,378 79,044 2

3

619,581 626,738 10.834 10,161 4

219,003 198,728 18 14 5

2,237 2,247 257 252 e

7

8

g

1,663,318 1,681,832 89,987 89,471 10

152,947 2,548 2 1 11

1 ,684,380 89,989 89,472 12

13

1.816,265 1,684,380 89,989 89,472 14

9,215,518

80,972

of unbilled revenues.

MWH relating to unbilled revenues

Line 12, column (b) includes $

Line 12, column (d) includes

I
I
I
I
I
I
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) _X An Original
(2) _ A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Column: bLine No.: 12Sehedule Page: 300

Page 450. 1FERC FORM no. 1 ED. 12-87

Includes Unbilled Revenues:
Customer Class-
Residetial
Commercial
Industrial
Public Street Lighting
Sales for Resale

4,120,694
3,270,861
1,792,235

19,145
12,583

9,215,518

Schedule Page: 3Q _ Line No.: 12 -*Column: d

Includes Unbilled Sales
Customer Class-
Residetial
Commercial
Industrial
Public Street Lighting
Sales for Resale

(MWH)

27,406
115
130

18,577
34,744
80,972

I
I
I
I
I
I

1



Name of Respondent

UNS Electric, Inc,

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

SALES OF ELECTRICITY BY RATE SCHEDULES

1. Report below for each rate schedule in effect during the year the MWH of electricity sold, revenue, average number of customer, average Kwh per

customer, and average revenue per Kwh, excluding date for Sales for Resale which is reported on Pages 310-311 .
2. Provide a subheading and total for each prescribed operating revenue account in the sequence followed in "Electric Operating Revenues," Page
300-381. If the sales under any rate schedule are classified in more than one revenue account, List the rate schedule and sales data under each

applicable revenue account subheading.
3. Where the same customers are served under more than one rate schedule in the same revenue account classification (such as a general residential
schedule and an off peak water heating schedule), the entries in column (d) for the special schedule should denote the duplication in number of reported

customers.
4. The average number of customers should be the number of bills rendered during the year divided by the number of billing periods during the year (12

if all billings are made monthly).
5. For any rate schedule having a fuel adjustment clause state in a footnote the estimated additional revenue billed pursuant thereto.

6. Report amount of unbilled revenue as of end of year for each applicable revenue account subheading.

Lune
No.

Number and IMe OTR318 scneoule

(a)

h 5o1a

(b)

Revenue

(¢)

verge Ul'TlD€f
of Cigomers

A K n at sales
Per (storer

e
*3'€'k7'll"s?0I3e'

1 Account440 - Residential

2 Santa Cruz Residential 126,701 14,246,965 14.848 8.533 0,1124

3

4 Mohave Residential 701 ,762 77,950,493 63,525 11,047 0,1111

5 REs-01-TOU 8 942 1 8,o0o 0.1178

6 Dusk to DawnLightingService 615 108,410 1.005 612 0.1763

7 Residential Unbilled 3965590 0.0114

8 Duplicate Customers

g Total Account 440 822,496 92,231,620 79,379 10,382 0.1121

10

11 Account 442 - Commercial

12 Santa Cruz Smal! General Sew. 23.505 3.155.345 2,019 11.642 0.1342

13 Mohave Small General Service 69,136 8,320,330 5.645 12,247 0.1203

14 Large General Service 501,596 54,809,894 2.063 243,139 0.1095

15 Large General Service TOU 3,068 331,612 11 278,909 0.1081

16 interruptible Power Service 24,639 2,267,449 25 985,560 00920

17 Dusk to Dawn Lining 1 ,687 311,918 571 2,954 0,1849

18 Billed Commercial Adjustment

19 Commercial Unfilled Revenue - ==i3'§9n -0.0292

20 DuplicateCustomers

21 Total Account 442 - Commercial 619,654 69,412,605 10,334 59,963 0.1120

22

23 Account 442 - industrial

24 Large Power Sew - Distribution 54,154 5,612,848 lo 5,415,400 0.1036

25 Large Power Serv - Trans TOU 148,383 12,414,767 8 18,547,875 0.0837

26 Billed Industrial Adjustment -2.111 -t93,244 0.0915

27 IndustrialUnbilled Revenue "a81 0.0969

28 Total Account 442 - Industrial 218,930 19,526,805 18 12,162,778 0.0896

29 Acd 444 .. publicStreet Lighting

30 Santa Cruz Sam!! General Sew 752 101,123 33 22,788 0.1345

31 Mohave Small General Service 395 43,717 14 28,214 0.1107

32 Large General Service 216 23,610 5 43,200 0.1093

33 Dusk to Dawn Lighting 841 192,985 205 4,102 0.2295

34 Public Street Lighting Unbilled 333 =*=s*646 0.2014

35 Total Account 444 2.237 368,082 257 8,7o4 0.1645

36

37

38

39

40

41 TOTAL Billed 1 ,655,274 179,799,16 89,988 18,394 0.1086

42 Total Unbilled Rev.(See instr. 6) i : -U4*1 c£815e39;?4a3 C 0.2287

43 TOTAL 1,663,317 181,638,915 89,98 18,484 0.1092

I
I
I
I
I
I
I
I
I
I
I
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1)1 An Original
(2) __ A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Column: bSchedule Page: 304 Line No.: 7

Column: cSchedule Page: 304 Line No.: 7

Column: bSchedule Page: 304 Line No.: 27

Schedule Page: 304 Line No.: 27 Column: c

Page 450.1FERC FORM no. 1 (ED. 12-87

{;?1edule Page: 304 Line No.: 3 Column. a
Due to a change in accounting the CARES revenues
revenue amounts .

are included in the other residential

The amount represents the net change in unbilled sales during the year.
year-end are reported on page 301.

Unbilled sales at

UnbilledThe amount represents the net change in unbilled revenues during the year.
revenues at year-end are reported on page 301.
l§EhedulePage: 304 Line No.: 19 Column: b ____ ..._
The amount represents the net change in unbilled sales during the year. Unbilled sales at
year-end are reported on page 301.
schedule Page: 304 Linejyo.: 19 Column: c _
The amount represents the net change in unbilled revenues during the year.
revenues at year-end are reported on page 301.

Unbilled

The amount represents the net change in unbilled sales during the year
year-end are reported on page 301.

Unbilled sales at

Unbilled

unTIed sales at

Schedule Page: 304
Unbilled

§ ghedule Page: 304 "1

I
I
I
I
I
I

The amount represents the net change in unbilled revenues during the year.
revenues at year-end are reported on page 301.
SchedulePage: 304 Line No.: 34 Column: b .._._.__._-.__
The amount represents the net change in unbilled sales during the year.
year~end are reported on a e 301.

Line No.. 34 Column. c
The amount represents the net change in unbilled revenues during the year.
revenues at year-end are reported on page 301.
` ._ . Line No.: 42 Column: b_ ._ __....... __,
The amount represents the net change in unbilled sales during the year. Unbilled sales at
year-end are reported on page 301.
#Schedule Page: 304 Line No.: 42 Column: c _
The amount represents the net change in unbilled revenues during the year.
revenues at year-end are reported on page 301.

unbil1é'3`
'2
i

I



Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) X An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report

SALES FOR RESALE (Account 447)

1. Report all sales for resale (i.e., sales to purchasers other than ultimate consumers) transacted on a settlement basis other than
power exchanges during the year. Do not report exchanges of electricity ( i.e., transactions involving a balancing of debits and credits
for energy, capacity, etc.) and any settlements for imbalanced exchanges on this schedule. Power exchanges must be reported on the

Purchased Power schedule (Page 326-327).
2. Enter the name of the purchaser in column (a). Do note abbreviate or truncate the name or use acronyms. Explain in a footnote any
ownership interest or affiliation the respondent has with the purchaser.
3. in column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:
RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projected load for this service in its system resource planning), in addition, the reliability of requirements service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.
LF - for tong-term service. "Long-term" means five years or Longer and "firm" means that service cannot be interrupted for economic
reasons and is intended to remain reliable even under adverse conditions (e.g., the supplier must attempt to buy emergency energy
from third parties to maintain deliveries of LF service). This category should not be used for Long-term firm service which meets the
definition of RQ service. For alt transactions identified as LF, provide in a footnote the termination date of the contract defined as the
earliest date that either buyer or setter can unilaterally get out of the contract.
lF - for intermediate-term Nm service. The same as LF service except that "intermediate-term" means longer than one year but Less

than live years.
SF - for short-term dim service. Use this category for all firm services where the duration of each period of commitment for service is

one year or less.
LU - for Long~term service from a designated generating unit. "Long-term" means five years or Longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of designated unit.
IU _ for interMediate-term service.from a designated generating unit. The same as LU service except that "intermediate-term" means
Longer than one year but Less than five years.

Line
No.

Name of Company or public Authority

(Footnote Aftlliations)

(a)

Statistical
Classifl-
cation

(b)

FERC Rate
Scheduleor

Tariff Number

(c)

Average
Monthly illirlg
Demand (MW)

<d)

Actual Demand (My)
Avefage

Monthly NC Dem am

(el

A
Monthlyv%3g!8emand

(f)

1
Hg U :\
: "2

. : : . .  '"

. 1-=. :"1~.
J'1_ .1...,,...1Elaz;cr1é3idQ8;ie*

2

3 Barclays SF WSPP

4 Constel\ation Commodities Group SF WSPP

5 Conoco-phillips Energy SF WSPP

6 Dredit SuisseEnergy Marketing SF WSPP

7 Morgan Stanley Commodities Group SF WSPP

8 Pacificorp SF WSPP

9 Powerex SF WSPP

10 SF ER07-964-001

11 lnadvertant

12

13

14

Subtotal RQ 0 0 0

Subtotal axon~RQ 0 0 0

Total 0 0 0

FERC FORM no, 1 (ED. 12-90) Page 310



Name of Respondent

UNS Electric_ Inc.

This Report Is:
(t) x An Original
(2) A Resubfnission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End gf 2008/Q4

SALES FOR RESALE (Account 447) (Continued)

OS - for other service. use this category only for those services which cannot be placed in the above-defined categories, such as all
non-firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature
of the service in a footnote.
AD .. for Out-of~period adjustment. Use this code for any accounting adjustments or "trueups" for service provided in prior reporting
years. Provide an explanation in a footnote for each adjustment.
4. Group requirements RQ sales together and report them starting at line number one. After listing all RQ sales, enter "Subtotal - RQ"
in column (a). The remaining sales may then be listed in any order. Enter "Subtotal-Non-RQ" in column (a) after this Listing, Enter
"Total" in column (a) as the Last Line of the schedule. Report subtotals and total for columns (9) through (k)
5. In Column (c), identify the FERC Rate Schedule or Tariff Number. On separate Lines, List all FERC rate schedules or tariffs under
which service, as identified in column (b), is provided.
6. For requirements RQ sales and any type of-service involving demand charges imposed on a monthly (or Longer) basis. enter the
average monthly billing demand in column (d), the average monthly non~coincident peak (NCP) demand in column (e), and the average
monthly coincident peak (CP)
demand in column (f). For all other types of service, enter NA in columns (d), (e) and (f). Monthly NCP demand is the maximum
metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand during the hour (60-minute
integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (f) must be in megawatts.
Footnote any demand not stated on a megawatt basis and explain.
7. Report in column (g) the megawatt hours shown on bills rendered to the purchaser.
8. Report demand charges in column (h), energy charges in column (i)..an<1 the total of any other types of charges, including
out-of-period adjustments, in column (j). Explain in a footnote all components of the amount shown in column (j). Report in column (k)
the total charge shown on bills rendered to the purchaser.
Q. The data in column (g) through (k) must be subtotaled based on the RQ/Non-RQ grouping (see instruction 4), and then totaled on
the Last -line of the schedule. The "Subtotal _ RQ" amount in column (g) must be reported as Requirements Sales For Resale on Page
401, line 23. The "Subtotal - Non-RQ" amount in column (g) must be reported as Non-Requirements Sales For Resale on Page
401 ,line 24.
to. Footnote entries as required and provide explanations following all required data.

MegaWattHours

Sold

(9)

REVENUE
Total ($)
(h4»i+j)

(k)

Line
No.Demand Charges

(S)
(h)

Energy Charges
($)
(*)

Other Charges
(s)

(i)
2,519 256,401 256,401 1

2

2,122 187,084 187.084 a

415 42,660 42,660 4

125 10,375 10,375 5

2,540 258,923 258,923 6

45 8,280 8,250 7

59 2,350 2.350 8

1,296 134,318 134,318 g

143,857 9,257,724 9,267,724 tO

-31 11

12

13

14

o 0 0 o 0

152,947 o 10,1s8,115 0 10,168,115

152,947 0 10,168,115 0 10,168,115

FERC FORM NO. 1 (ED. 12-90) Page 311



Name of Respondent

UNS Electric, Inc.

This Report is:
(1) L An Original
(2) _ A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Column: aSchedule Page: 310 Line No.: 10

FERC FORM no. 1 ED. 12-87) Page 450,1

,Schedule Page: 310 Column a
Service is

9:4949 Page; 310

._.- l ,ineno.:1 __
This customer is located outside of the United States, in Sonora, Mexico.
allowed by U.S. De armament Of Energy_,_ Presidential Permit.

3 o Ligyo.: 1 Cdummb .
Service may be terminated by UNS-Electric upon 60 days notice to customer.

UNS  E l ec t r i c  I n c .  a n d  T u c s o n  E l ec t r i c Power a r e  a f f i l i a t e d ,
Ur i  source Energy  Inc .

wh o l l y  o wn ed  s u b s i d i a r i es  o f

I

1



Name of Respondent

UNS Electric, Inc.

This Report is;..
(1) [ E M  O n ea l
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

YearlPericd of Repos

ELECTRIC OPERATION AND MAINTENANCE EXPENSES

If the amount for previous year is not derived from previously reported figures, explain in footnote.
Line
No

Account

(a)

moon Cr
(nrrentVear

(b)

A f f
pfemva'8"u'8 v%Z r

(C)

1 1. POWER PRODUCTION EXPENSES

2 A. Steam Power Generation

3 Operation

4 (500) Operation Supervision and Engineering

5 (50t) Fuel
6 (502) SteamExpenses

7 (503) Steam from Other Sources

8 (Less) (504) Steam Transferred-Cr.

g (505) Electric Expenses

10 (506) Miscellaneous Steam Power Expenses

11 (507) Rents

12 (509) Allowances

13 TOTAL Operation (Enter Total of Lines 4 thru 12)

14 Maintenance

15 (510) Maintenance Supervision and Engineering

16 (511) Maintenanceof Structures

17 (512) Maintenance of Boiler Plant

to (513) Maintenance of Electric Plant

19 (514) Maintenance of Miscellaneous Steam Plant

20 TOTAL Maintenance (Enter Total of Lines 15 thru19)

21 TOTAL Power Producion Expenses-Steam Power (Entr Tot lines 13 8.20)

22 B. NuclearPower Generation

23 Operation \l.;llJli!£.lll8-8 = :all. 1944

24 (517) Operation Supervision and Engineering

25 (518) Fuel

26 (519) Coolants and Water

27 (520) Steam Expenses

28 (521) Steamfrom Other Sources

29 (Less) (522) Steam Transferred-Cr.

30 (523) Electric Expenses

31 (524) Miscellaneous Nuclear Power Expenses

32 (525) Rents

33 TOTAL Operation (Enter Total of lines 24 thru 32)

34 Maintenance

35 (528) Maintenance Supervision and Engineering

36 (529)Maintenance ofStructures

37 (530) Maintenance of Reactor Plant Equipment

38 (531) Maintenance of Eledrk: Plant

39 (532) Maintenance of Miscellaneous Nuclear Plant

40 TOTAL Maintenance (Enter Total of lines 35 thru 39)

41 TOTAL Power Production Expenses-Nuc. Power (Entr tot lines 33 &40)

42 C. Hydraulic PowerGeneration

43 Operation

44 (535) Operation Supervision and Engineering

45 (536) Water for Power

46 (537) Hydraulic Expenses

47 (538) Electric Expenses

48 (539) Misoeilaneous Hydraulic Power Generation Expenses

49 (549) Rents

50 TOTAL Operation (Enter Total of Lines 44 thru 49)

51 •C. H raulic Power Generation (Continued)

52 Maintenance

53 (541) Mainentance Supervision and Engineering
~.¢-*

54 (542) Maintenance of Structures

55 (543) Maintenance of Reservoirs, Dams, and Waterways

56 (544) Maintenance of Electric Plant

57 (545) Maintenance of Miscellaneous Hydraulic Plant

58 TOTAL Maintenance (Enter Total of lines 53 thru 57)

59 TOTAL Power Production Expenses-Hydraulic Power (tot <:f lines 50 & 58)
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name of Respondent

UNS Electric, Inc.

This Report Is:
(1) KIM O r i g i na l
(2) A Resubmission

Date of Report
(Mo, Do. Yr)

04/ t8/200g

Year/period of Report
End of 2008/Q4

ELECTRIC OPERATION AND MAINTENANCE EXPENSES (Continued)

If the amount for previous year is not derived from previously reported figures, explain in footnote.

Line
No.

Account

(a)
c'TI'98'é{'V8§f

(b)
Am urxtfor

Previous Year
(c)

so D. Other Power Generation

61 Operation

62 (546) Operation Supervision and Engineering 62,406 82,756

63 (547) Fuel 7,621,714

64 (548) Generation Expenses 35,931 52,999

65 (549) Miscellaneous Other Power Generation Expenses 806,947 307,723

66 (550) Rents

67 TOTAL Operation (Enter Total of lines 62 thru 66) 8,526,998 453,478

68 Maintenance

69 (551) Maintenance Supervision and Engineering
. v."

21,724
70 (552) Maintenance of Structures 2.607

71 (553) Maintenance of Generating and Electric Plant 125,323 219,544

72 (554) Maintenance of Miscellaneous Other Power Generation Plant 64,400 109,230

73 TOTAL Maintenance (Enter Total of lines 69 thru 72) 189,723 353,205

74 TDTAL Power Production Expenses-Other Power (Enter Tot of 67 & 73) 8,718,721 806,683

75 E. Other Power Supply Expenses

76 (555) Purchased Power 127,558,012

77 (556) System Control and Load Dispatching 3,220

78 (557) Other Expenses 356,999 2.078.960

79 TOTAL Other Power.Supply Exp (Enter Total of lines 76 thru 78) 128,018,231 112,949,450

80 TOTAL Power Production Expenses (Total of lines 21, 41, 59, 74 & 79) 136,734,952 113,756,133

81 2. TRANSMISSION EXPENSES

82 Operation

83 (560) Operation Supervision and Engineering

84 (561) Load Dispatching 6,095 6.200

85 (561 _1) Load Dispatch-Reiiability

86 561 .2) Load Dispatch-Monitor and Operate Transmission System 33,027 55,132

87 (561 .3) Load Dispatch-Transmission Service and Scheduling

88 (561.4) Scheduling, System Control and Dispatch Services

89 (561 .5) Reliability, Planning and Standards Development

90 (561 .6) Transmission Service Studies

91 (set .7) Generation Interconnection Studies

92 (561 .8) Reliability, Planning and Standards Development Services

93 (562) Station Expenses 25,527 93,171

94 (563) Overhead Lines Expenses 14,932 4,010

95 (564) Underground Llnes Expenses

96 565) Transmission of Electricity by Others 8,082.997 7,331,822

97 (566) Miscellaneous Transmission Expenses 99,300 102,710

98 (567) Rents 27,940 77,943

99 TOTAL Operation (Enter Total of lines 83 thru 98) 8,289,918 7,670,988

100 Maintenance

101 (568) Maintenance Supervision and Engineering

102 (569) Maintenance of Structures

103 (569.1) Maintenance of Computer Hardware

104 (5692) Maintenance of Computer Software

105 (5693) Maintenance of Communication Equipment

106 (569.4) Maintenance of Miscellaneous Regional Transmission Plant

107 (570) Maintenance of Station Equipment 22,699 2,762

108 (571) Maintenance of Overhead Lines 36.134 27,654

109 (572) Maintenance of Underground Lines

110 (573) Maintenance of Miscellaneous Transmission Plant 23

111 TOTAL Maintenance (Total of lines 101 thru 110) 58,856 30,416

112 TOTAL Transmission Expenses (Total of lines 99 and 111) 8,348,774 7,701,404
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Name of Respondent

UNS Electric, Inc. 8An Original
A Resubmission

This Re ort Is:
(1)
(2)

Date of Report
(Mo, Da, Yr)
04/18/2089

Year/period of Report

ELECTRIC OPERATION ANDMAINTENANCE EXPENSES (Continued)

If the amount for previous year is not derived from previously reported figures, explain in footnote.
Line
No.

Account

(3)

u<9§38n?V8§t
(b)

A f f
p,emv,<8uug Ygraf

(c)

113 3. REGIONAL MARKET EXPENSES

114 Operation

115 (575.1) Operation Supervision

116 (575.2) Day~Ahead and Real-Time Market Facilitation

117 (5753) Transmission Rights Market Facilitation

118 (575,4) Capacity Market Facilitation

119 (575.5) Ancillary Services Market Facilitation

120 (575.6) Market Monitoring and Compliance

121 (575.7) Market Facilitation, Monitoring and Compliance Services

122 575.8) Rents

123 Total Operation (Lines 115 thru 122)

124 Maintenance

125 (576,1) Maintenance of Structures and improvements

126 (5762) Maintenance of Computer Hardware

127 (5'/6.3) Maintenance of Computer Software

128 (5`/6.4) Maintenance of Communication Equipment

129 (5765) Maintenance of Miscellaneous Market Operation Plant

130 Total Maintenance (Lines 125 thru 129)

131 TOTAL Regional Transmission and Market Op Expos (Total 123 and 130)

132 4. DISTRIBUTIONEXPENSES

133 Operation

134 (580) Operation Supervision and Engineering 422,245

135 (581) Load Dispatching 562,134 465,108
136 (582) Station Expenses 74,547 106,192

137 (583) Overhead Line Expenses 491,139 606,870

138 (584) Underground Line Expenses 475,089 543.861

139 (585) Street Lighting and Signal System Expenses 1,886 365

140 (586 Mater Expenses 759,850 760,552

141 (587)Customer Installations Expenses 34,743 14,214

142 (588) Miscellaneous Expenses 1.103,802 1 ,047,091

143 (589) Rents 83,088 79,529

144 TOTAL Operation (Enter Total of lines 134 thru 143) 4,008,523 4,124,913

145 Maintenance

146 (590) Maintenance Supervision and Engineering 20.901

147 (591) Maintenance of Structures

148 (592) Maintenance of Station Equipment 720,102 628,660

149 (593) Maintenance of Overhead Lines 735.820 785,206

150 (594) Maintenance of Underground Lines 104,656 121,272

151 (595) Maintenance of Line Transformers 104,293 76,937

152 (596) Maintenance of Street Lighting and Signal Systems 310_095 31,334

153 (597) Maintenance ofMeters 608 7.933

154 (598) Maintenance of Miscellaneous Distribution Plant 15,555 8.801

155 TOTALMaintenance (Total of lines 146 thru 154) 1.991,132 1 ,679,044

156 TOTAL Distribution Expenses (Total of lines 144 and 155) 5,999,655 5,803,957

157 5. CUSTOMER ACCOUNTS EXPENSES

158 Operation

159 (901) Supervision 255,122 229,152

160 (902) Meter Reading Expenses 912,257 679,936

151 (903) Customer Records and Collection Expenses 3,015,145 3,331,155

162 (904) Uncollectible Accounts 1,200,504 762,728

163 (905) Miscellaneous Customer Accounts Expenses 38,596 32,648

164 TOTAL Customer Accounts Expenses (Total of lines 159 thru 163) 5,421 ,624 5,035,619

501.131
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Name of Respondent

UNS Electric, Inc,

This Report Is:
(1) x An Original

(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/48/2009

Year/Period of Report
End of 2005/Q4

ELECTRIC OPERATION AND MAINTENANCE EXPENSES(Continued)

If the amount for previous year is not derived frompreviously reported figures, explain in footnote.

Line
No.

Account

(a)
cmsxvv8sf

(b) I A u ff
Prent;oouns Yoerar

(c)
165 6. CUSTOMER SERVICE AND INFORMATIONAL EXPENSES

166 Operation

167 907) Supervision

168 908 Customer Assistance Expenses 546,006 201,042

169 (909) Informational and Instructional Expenses 192.157 125,950

170 910 Miscellaneous Customer Service and Informational Expenses 31,040 7,215

171 TOTAL Customer Service and Information Expenses (Total 167 thru 170) 769,203 334,207

172 7. SALES EXPENSES

173 Operation

174 (911) Supervision

175 (912) Demonstrating and Selling Expenses

176 (913) Advertising Expenses 85

177 (916) Miscellaneous Sales Expenses I
178 TOTAL Sales Expenses (Enter Total of lines 174 thru 177) 85

17g 8. ADMINISTRATNE AND GENERAL EXPENSES

180 Operation

T81 (920) Administrative and General Salaries 3,295,964 2,748,106

182 921) Office Supplies and Expenses 1,074,369 1,012,429

183 Less) (922) Administrative Expenses Transferred~Credit 1,004,502 534,685

184 923) Outside Services Employed 1,351,096 923.395

185 924 Propefty lnsuraruoe 81 ,780 74,183

186 925) Injuries and Damages 623,802 581.234

187 926) Employee Pensions and Benefits 1.689,643 1,515,139

188 (927) Franchise Requirements

189 928) Regulatory Commission Expenses

190 (929) (Less)Duplicate Charges-Cr. 85.789 102,087

191 (930.1 ) General Advertising Expenses 51 ,398 23.808

192 9302) Miscellaneous General Expenses 288,597 1.058.235

193 931 Rents 54,240 92,700

194 TOTAL Operation (Enter Total of lines 181 thru 193) 7,419,718 7,392,455

195 Maintenance

196 (935) Maintenance of Genera! Plant 20,026

197 TOTAL Administrative 8= General Expenses (Total of lines 194 and 196) 7,439,744 7,392,181

198 TOTAL Elem Op and Mains Exp fs (Total80.112,13t,156,164,t71,178,197> 164,714,037 140.023,501

M S

I
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Name of Respondent

UNS Electric, inc.

This Resort Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

PU CHA ED POWER Arc u 1555
*5nclucng power excianggsl )

1. Report all power purchases made during the year, Also report exchanges of electricity (i.e., transactions involving a balancing of
debits and credits for energy, capacity, etc.) and any settlements for imbalanced exchanges.
2. Enter the name of the seller or other party in an exchange transaction in column (a). Do not abbreviate or truncate the name or use
acronyms. Explain in a footnote any ownership interest or affiliation the respondent has with the seller.
3. in column (b), enter a Statistical Classification Code based on the original contractual terms and conditions of the service as follows:

RQ - for requirements service. Requirements service is service which the supplier plans to provide on an ongoing basis (i.e., the
supplier includes projects load for this service in its system resource planning). in addition, the reliability of requirement service must
be the same as, or second only to, the supplier's service to its own ultimate consumers.

LF _for long-term firm service. "Long term" means five years or longer and "firm" means that service cannot be interrupted for
economic reasons and is intended to remain reliable even under adverse conditions (e.g,, the supplier must attempt to buy emergency
energy from third parties to maintain deliveries of LF service). This category should not be used for long-term firm service firm service
which meets the definition of RQ service. For all transaction identified as LF, provide in a footnote the termination date of the contract
defined as the earliest date that either buyer or seller can unilaterally get out of the contract.

lF - for intermediate-term firm service. The same as LF service expect that "intermediate-term" means longer than one year but less

than five years.

SF - for short-term service. Use this category for all fiml services, where the duration of each period of commitment for service is one

year or less.

LU - for long term service from a designated generating unit. "Long-term" means five years or longer. The availability and reliability of
service, aside from transmission constraints, must match the availability and reliability of the designated unit.

LU - for intermediate-term service from a designated generating unit. The same as LU service expect that "intermediate-term" means
longer than one year but less than free years.

EX .. For exchanges of electricity. Use this category for transactions involving a balancing of debits and credits for energy, capacity, etc.
and any settlements for imbalanced exchanges.

OS for other service. Use this category only for those services which cannot be placed in the above-defined categories, such as all
non»firm service regardless of the Length of the contract and service from designated units of Less than one year. Describe the nature
of the service in a footnote for each adjustment.

Line
No.

Name of Company or Public Authority

(Footnote Affiliations)

(a)

Statistical
Classifi-
cation

(b)

FERC Rate
Schedule Cr
Tariff Number

(c)

Average
Monthly Billing
Demand (MW)

(d)

Aduat Demand (MW)
Average

Monthly NCP Demand

(e)

Average
Monthly CP Demand

(f)

1 Pinnacle West Capital RQ Rate Sched 4 293 270

2 Barclays SF WSPP

3 Constellation Commodities Group SF WSPP

4 Credit Suisse Energy Marketing SF WSPP

5 Morgan Stanley Commodities Group SF WSPP

6 Paci8corp SF WSPP

7 Powered SF WSPP

8 Salt River Project SF wspp
g

Q: 1. SF ER07-964

10

11
" |44- '. "'......-.-..\a"

u
1Beveiogmeni-. : v u\4* 11 1*EJ. »l»¢;l.&»

: ..a.. . : _,,.. ........1¢ ;.1:. LF ER08-662

12 Purchased Power Fuel Adjustor Clause

13

14

Total
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Name of Respondent

UNS Electric, Inc.
rA»  Original

This Re ort Is:
(1) x
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/period of Report
En(j gf 2008lQ4

»| A' oU H ED ocou t 555 ant rued
including poller excHanger)( I )

AD - for out-of-period adjustment. Use this code for any accounting adjustments or "true-ups" for service provided in prior reporting
years. Provide an explanation in a footnote for each adjustment.

4. in column (c), identify the FERC Rate Schedule Number or Tariff, or, for non-FERC jurisdictional sellers, include an appropriate
designation for the contract. On separate lines, list all FERC rate schedules, tariffs or contract designations under which service, as
identified in column (b), is provided.
5. For requirements RQ purchases and any type of service involving demand charges imposed on a monthly (or longer) basis, enter
the monthly average billing demand in column (d), the average monthly non-coincident peak (NCP) demand in column (e), and the
average monthly coincident peak (CP) demand in column (f). For all other types of service, enter NA in columns (d), (e) and (f). Monthly
NCP demand is the maximum metered hourly (60-minute integration) demand in a month. Monthly CP demand is the metered demand
during the hour (50-minute integration) in which the supplier's system reaches its monthly peak. Demand reported in columns (e) and (f)
must be in megawatts. Footnote any demand not stated on a megawatt basis and explain.
6. Report in column (g) the megawatthours shown on biffs rendered to the respondent. Report in columns (h) and (i) the megawatthours
of power exchanges received and delivered, used as the basis for settlement. Do not report net exchange.
7, Report demand charges in column (j),energy charges in column (k), and thetotal of anyother types of charges, including
out-of-period adjustments, in column (I). Explain in a footnote Alf components of the amountshownin column (I). Report in column (m)
the total charge shown on bills received as settlement by the respondent. Forpowerexchanges, report in column (m) the settlement
amount for the net receipt of energy. If more energy was delivered than received, enter a negative amount. If the settlement amount (I)
include credits or charges other than incremental generation expenses, or (2) excludes certain credits or charges covered by the
agreement, provide an explanatory footnote.
8. The data in column (g) through (m) must be totaled on the last line of the schedule. The total amount in column (g) must be
reported as Purchases on Page 401, line 10. The total amount in column (h) must be reported as Exchange Received on Page 401 ,
line 12. The total amount in column (i) must be reported as Exchange Delivered on Page 401, line 13.
9. Footnote entries as required and provide explanations following all required data.

MegaWatt Hours

Purchased

(9)

POWER EXCHANGES COST/SETTLEMENT OF POWER
Line
No.MegaWatt Hours

Received
(h)

MegaWatt Hours
Delivered

(1)

DemandCharges

($)
(I)

Energy Charges
(S(k

Other Charges

($)
0)

Total <I+k+l)
of Settlement ($)

lm)

865,49C 39,124,157 39,124,157 1

186,595 12,912,022 12.912,022 2

51,705 4,105,377 4,105,377 3

544 10= 38,398,672 36,398,672 4

5

22 07= 845 57= 845,575 6

7

23,19C 970,10C 970,100 8

338,772 23,454,59C 23,454,590 g

10

98,987 5,985,000 819 17= 6,804,175 11

3,043,344 3,043,344 12

13

14

1,930,919 5,985,000 118,629,668 3,043,344 127,658,012
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1)1 An Original
(2) _ A Resubmission

Date of RepGrt
(Mo, Da, Yr)

04/18/2009

YearlPeriod of Report

2008/Q4

FOOTNOTE DATA

Page 450.1FERC FORM no. 1 (ED. 12-87)

Line No.: 9 Column: a .
UNS Elect r i c  Inc.  and Tucson Elect r i c  Power are af f i l i ated,  whol ly  owned subsidiar ies of
Uri source Energy Inc . . . ._...._.
Schedule P_8ge:326 Line NO.: 11 Column: a ............
U r i  s o u r c e  E n e r g y  D e v e lo p me n t ,  I n c . ,  U N S  E le c t r i c  I n c . ,  a n d  T u c s o n  E le c t r i c  P o w e r  a r e
a f f i l i a t e d ,  w h o l l y  o w n e d  s u b s i d i a r i e s  o f  U r i  s o u r c e  E n e r g y  I n c . Ur i  source Energy
D e v e l o p m e n t  d e l i v e r s  e n e r g y  t o  U n S - E l e c t r i c  f r o m  i t s  B l a c k  M o u n ta i n  G e n e r a t i n g  S ta t i o n .
B la c k  Mo u n ta in  d e l i v e r s  u p  to  9 0  MW  o f  e n e r g y .

LSchedule Page: 326
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/period of Report
End cf 2008/Q4

0' •n» x N (Account 455. 1 )IS I O I I
(including transactions referred to as 'wheeling')

t. Report all transmission of electricity, i.e., wheeling, provided for other electric utilities, cooperatives, other public authorities.
qualifying facilities, non~traditional utility suppliers and ultimate customers for the quarter.
2. Use a separate line of data for each distinct type of transmission service involving the entities listed in column (a), (b) and (c).
3. Report in column (a) the company or public authority that paid for the transmission service. Report in column (b) the company or
public authority that the energy was received from and in column (c) the company or public authority that the energy was delivered to.
Provide the full name of each company or public authority. Do not abbreviate or truncate name or use acronyms. Explain in a footnote
any ownership interest in or affiliation the respondent has with the entities listed in columns (a), (b) or (c)
4. in column (d) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows:
FNO - Firm Netwon< Service for Others, FNS - Firm Network Transmission Service for Self, LFP - "Long~Term Firm Point to Point
Transmission Service, OLF .. Other Long-Term Firm Transmission Service, SFP - Short-Term Firm Point to Point Transmission
Regen/ation, NF .. non-frrm transmission service, OS .. Other Transmission Service and AD - Out-of~period Adjustments. Use this code
for any accounting adjustments or 'true-ups" for service provided in prior reporting periods. Provide an explanation in a footnote for
each adjustment. See General Instruction for definitions of codes.

Line
No.

Payment By
(Company of Public Authority)

(Footnote Affiliation)

(a)

Energy Received From
(Company of Public Authority)

(Footnote Affiliation)
(b)

Energy Delivered To
(Company of Public Authority)

(Footnote Afliiiation)
(¢)

Statistical
Classifi-
cation

<d>
1 Aha Macav Power Service Western AreaPower Admin Aha Macav PowerService NF

2

3

4

5

6

7

8

g

10

11

12

13

14

15

15

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

TOTAL
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Name of Respondent

UNS Electric, Inc.

This Report Is;
(1) X An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

1_ nTRANS S(Account 4. )(..r>ntinued)i  SILMO. LE 1.1 YH) .
(Including transactions reoffered to as 'Meelmg')

5. In column (e), identify the FERC Rate Schedule or Tariff Number, On separate lines, list all FERC rate schedules or contract
designations under which service, as identified in column (d), is provided.
6. Report receipt and delivery locations for all single contract path, "point to point" transmission service. in column (f), report the
designation for the substation, or other appropriate identification for where energy was received as specified in the contract. in column
(g) report the designation for the substation, or other appropriate identification for where energy was delivered as specified in the

contract.
7. Report in column (h) the number of megawatts of bitting demand that is specified in the firm transmission service contract. Demand
reported in column (h) must be in megawatts. Footnote any demand not stated on a megawatts basis and explain.
8. Report in column (i) and (j) the total megawatthours received and derivered.

FERC Rate
Schedule of

Tariff Number

(e)

Point of Receipt
(Subsatation or Other

Designation)

(f)

Point of Delivery
(Substation or Other

Designation)

(Q)

Billing
Demand

(MW)
(h)

TRANSFER OF ENERGY Line
No.MegaWatt Hours

Re<¢,ved
I

megaWatt Hours
D e l %;r e d

ER03-1064 GrlfEth_ AZ Boundry Cone, AZ 8 5.298 5.298 .1

2

3

4

5

S

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

8 s,zs8 5,298
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Name of Respondent

UNS Electric, Inc.

•This Re ort is:
(1) X An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

» u lUTRANSMISSI N . I I |AcQount 45 (bontrnue
(Including transactions reoffered to as 'w eehng°)

9. in column (k) through (n), report the revenue amounts as shown on bills or vouchers. In column (k), provide revenues from demand
charges related to the billing demand reported in column (h). in column (l), provide revenues from energy charges related to the
amount of energy transferred. in column (m), provide the total revenues from all other charges on bills or vouchers rendered, including
out of period adjustments. Explain in a footnote all components of the amount shown in column (m). Report in column (n) the total
charge shown on bills rendered to the entity Listed in column (a). If no monetary settlement was made, enter zero (11011) in column
(n). Provide a footnote explaining the nature of the non-monetary settlement, including the amount and type of energy or service

rendered.
10. The total amounts in columns (i) and (j) must be reported as Transmission Received and Transmission Delivered for annual report

purposes only on Page 401, Lines 16 and 17, respectively.
11. Footnote entries and provide explanations following all required data.

REVENUE FROM TRANSMISSION OF ELECTRICITY FOR OTHERS

Demand Charges
($)
(k)

Energy Charges
(5)
(I)

(Other Charges)
(8)
(m)

Total Revenues (S)
(k+I+m)

(H)

ire
No.

9.654 9,654 1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

9,554 0 o 9,654

I
I
I
I
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Name of Respondent

UNS E\ec1ric, inc. 8An Original
A Resubmission

This Re ort Is:
(1)
(2)

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/perkzd of Report
End of 2008/Q4

TRANSMISSION OF ELECTRICITY BY OTHERS (Account 565)
(Including transactions referred to as "wheeling")

1. Report all transmission, i.e. wheeling or electricity provided by other electric utilities, cooperatives, municipalities. other public
authorities, qualifying facilities, and others for the quarter.
2.. In column (a) report each company or public authority that provided transmission service, Provide the full name of the company,
abbreviate if necessary, but do not truncate name or use acronyms. Explain in a footnote any ownership interest in or affiliation with the
transmission service provider. Use additional columns as necessary to report all companies or public authorities that provided
transmission service for the quarter reported.
3. in column (b) enter a Statistical Classification code based on the original contractual terms and conditions of the service as follows:
FNS - Firm Network Transmission Service for Self, LFP _Long-Term Firm Point-to-Point Transmission Reservations. OLF - Other
Long-Term Firm Transmission Service, SFP _ Short-Term Firm Point~to- Point Transmission Reservations, NF Non-Firm Transmission
Service, and OS - Other Transmission Service. See General Instructions for definitions of statistical classifications.
4. Report in column (c) and (d) the total megawatt hours received and delivered by the provider of the transmission sen/ice.
5. Report in column (e), (f) and (g) expenses as shown on bills or vouchers rendered to the respondent, in column (e) report the
demand charges and in column (f) energy charges related to the amount of energy transferred. On column (g) report the total of all
other charges on bills or vouchers rendered to the respondent, including any out of period adjustments. Explain in a footnote as
components of the amount shown in column (g). Report in column (h) the total charge shown on bills rendered to the respondent. if no
monetary settlement was made, enter zero in column (h). Provide a footnote explaining the nature of the non~monetary settlement,
including the amount and type of energy or service rendered.
6. Enter "TOTAL" in column (a) as the last line.
7. Footnote entries and provide explanations following all required data.

Line
No. Name of Company or Public

Authority (Footnote Af8llations)
(a)

Statistical
Classification

(b)

TRANSFER OF ENERGY EXPENSES FOR TRANSMISSION OF ELECTRICITY BY on~4ER:

Mahgawatt-
ou

Rec sed
(C)

agawan-
hqurs

Delivered
(d)

emend
Char es

(S
(e5

8, 35
(f)

Uthef
Char es

($9
(9)

Total Cost cf
Tran r asseon

h

1 Received Power From:

2 Arizona Public Service SFP 116,729 116,729 875,144 875,144

3 Southwest Trans Coop NF 925 925 8,297 8.297

4 FNSAdrriri*w§§§érm§arpav2ei" . 1,124,262 1,124,262 1,681,001 1,881,001

5 Western Area Power Adorn NF 281,755 281,755 801,559 801,559

6 Western Area Power Admit LFP 3,163,400 3,153,400 4,659,935 4,659,935

7 SFP,?8rw€fArea 1,341 1,341 2,323 2,323

8 ?f3§;4§35

g OS.}55Wr3Fi3éI4i8j 54,738 54,738

10

11

12

13

14

15

16

TOTAL 4,704.90E 4,710,817 6,340,935 1,687,323 54.738 8,082,997

\
r
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1)1 An Original
(2) __ A Resubmission

Date of Report
(Mo, Do, Yr)

G4/18/2009

Year/Period of Report

2008/Q4

FOOTNOTE DATA

Column: cSchedule Page: 332 Line No.: 8

Page 450. 1FERC FORM no. 1 (ED. 12-87)

Line No.:
OASIS Shor t  Term  Fi rm .

schedule Page:332 Line No.: 8 Column:a ____ .__........
UNS Electric Inc. and Tucson Electric Power are affiliated, wholly owned subsidiaries of
Uri source Enerqv Inc.

schedule Pagg;§32 Una No.:4 Column:a
Network Serv ice
I,Schedule Page: 332 7 Columnra

Network Imbalance Energy Received

I
I
I
I
I LSchedulePage: 332 Line No.: 8 Column: d

Network Imbalance Energy Delivered
schedule Pa e: 332 Line No.: 9 Column:a
Purchased Power Fuel Adjustor Clause

I
1

I
I
I
I



Name of Respondent

UNS Electric, Inc. [23(1\
This Re or! Is:

, An Original
(2) A Resubmission

Date of Rely>rt
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

MISCELLANEOUS GENERAL EXPENSES (Account 9302) (ELECTRIC)

Line
No.

Descry son
(as'

Amount
(b)

1 Industry Association Dues 81,699

2 Nuclear Power Research Expenses

3 Other Experimental and General Research Expenses

4 Pub & Dist info to Stkhldrsexpn servicing outstanding Securities 12,636

5 Oth Expn >=5,000 show purpose, recipient, amount. Group if < $5,000

6 Directors Fees 108,512

7 Wages 24,959

8 Allocated Internal Expenses 21,301

9 Materials 81 Supplies 12,754

10 Training 12,388

11 Travel 6,198

12 Facilities Rental 8= Building Usage 5.395

13 Other 2,855

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

to
31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46 TOTAL 288,697

I

I
I
I
I
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report

DEPRECIATiON AND AMORTIZATION OF ELECTRIC PLANT (Account 403, 404, 405)
(Except amortization of aquis§tion adjustments)

1. Report in section A for the year the amounts for: (b) Depreciation Expense (Account 408, (c) Depreciation Expense for Asset
Retirement Costs (Account403.1, (d) Amortization of Limited-Term Electric Plant (Account 404), and (e) Amortization of Other Electric
Plant (Account 405).
2. Report in Section 8 the rates used to compute amortization charges for electric plant (Accounts 404 and 405). State the basis used to
compute charges and whether any changes have been made in the basis or rates used from the preceding report year.
3. Report all available information catted for in Section c every fifth year beginning with report year 1971, reporting annually only changes
to columns (c) through (g) from the complete report of the preceding year.
Unless composite depreciation accounting for total depreciable plant is followed, fist numerically in column (a) each plant subaccount,
account or functional classification, as appropriate, to which a rate is applied. identify at the bottom of Section C the type of plant
included in any sub-account used.
in column (b) report all depreciable plant balances to which rates are applied showing subtotals by functional Classifications and showing
composite total. indicate at the bottom of section C the manner in which column balances are obtained. If average balances, state the
method of averaging used.
For columns (e), (d), and (e) report available information for each plant subaccount, account or functional classification Listed in column
(a). If plant mortality studies are prepared to assist in estimating average service Lives, show in column (t) the type mortality can/e
selected as most appropriate for the account and in column (g), if available, the weighted average remaining life of surviving plant. If
composite depreciation accounting is used, report available information called for in columns (b) through (g) on this basis.
4. .If provisions for depreciation were made during the year in addition to depreciation provided by application of reported rates, state at
the bottom of section C the amounts and nature of the provisions and the plant items to which related.

A. Summary of Depreciation and Amortization Charges

Line
No.

Functional Classification

(a)

Dm neciation
Spense

(Account 403)
(b)

Depreciation
Expense for Asset
Retirement Costs
(Account 403. 1 )

(c)

AmmoNization of
Limited Term
Electric Plant

(Account 404)
(d)

Amortization .of
Other Electric

Plant (Acc 405)
(e)

Total

(f)

1 Intangible Plant 1,213,651 1,213,651

2 Steam Production Plant

3 Nuclear Production Plant

4 Hydraulic Prod action Plant-Conventional

5 Hydraulic Production Plant-pumped Storage

e Other Production Plant 576,999 578,999

7 Transmission Plant 2,037,026 2,037,026

8 Distribution Plant 14,140,711 3,464 14,144,175

g Regional Transmission and Market Operation

10 General plant 689,295 689,295

11

12

Common Plant-Electric

TOTAL 17,444,031 1_217,115 18,561,146

B. Basis for Amortization Charges

Amortization charges to account 404 primarily consist of amortization of software and capital obligations for certain transmission property construction
funding by UNS Electric in accordance with the current transmission agreement between the Company and WAPA Software is amortized over its

estimated economic life. The capital obligations are amortized over the economic tire of the transmission property constructed.

I
I
I
I
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Name of Respondent

UNS Electric, Inc.

This Resort Is: .
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/period of Report
End of 2008/Q4

DEPRECIATION AND AMORTIZATION OF ELECTRIC PLANT (Continued)

C. Factors Used in Estimating Depreciation Charges

Line
Nu Account No.

(a)

execrable
Plant Base

(In Thousands)
(b)

tzstlmated
Avg Service

Life
(c)

et
Salvage
(Percent)

(d>
(Percent)

Appll6d
Dept. rates

(e)

saucy

9u~_3
If?

Average
Remaining

Life:
(9)

12 OtherProdudian 26,381

13 341 1 .969 49,00 2.07 SO 29.50

14 342 847 40.00 251 S4 32.63

15 343 13_419 40.00 2.53 RE 26.17

LG 344 6,304 43.00 2.33 SO 36.15

17 345 2.513 43.00 2.35 SO 29.39

18 346 1 ,329 38.00 2.64 RE 33.34

19 Transmission 55.575

20 350-Rights 346 50_00 2.02 SQ 31.35

21 352 428 33.00 3.13 RE 12.75

22 353 18,912 32.00 3.15 RE 21.72

23 354 522 20.00 5.03 L0 15.92

24 355 20,666 25.00 -10.00 4.48 S5 12.68

25 356 14.517 38.00 2.66 LE 23.85

26 358 27 50.00 -5.00 4.36 R4 10.50

27 359 184 50,00 2.02 SQ 35.18

28 Distribution 331,999

29 360-Rights 133 50.00 2.03 SQ 27.71

30 361 5,691 34.00 2.98 RE 25.54

31 362 39.478 25.00 4.09 S4 11.54

32 364 85,011 27.00 -10.00 4.14 SO 14.83

33 365 58,978 27.00 -10.00 4.13 SO 15.16

34 366 16.255 28.00 ~5.00 3.79 S2 18.66

35 367 37,799 23.00 4.40 SO 14.20

36 368 62 000 23.00 -5,00 4.63 S4 13.46

37 369-Overhead 8.524 27.00 3.77 R5 14.43

38 369-Underground 4.877 27.00 3.75 R5 16.26

39 370 9,136 34.00 -5.00 3.11 RE 24.14

40 373 4,107 25.00 4,04 SO 16.64

41 General 22.695

42 390 2.611 38.00 2.65 RE 29.03

43 391-office F&E 1 ,575 21.00 4.76 SQ 13.37

44 391 ~Computer Eq 670 5.00 20.00 SQ 1.13

45 392-Class 1 148 8.00 12.75 L1.5 4.00

46 392~Class 2 1 .261 6.00 16.99 L2 3,02

47 392~Class 3 1 ,0s7 500 20.21 S5 3.28

48 392-Class 4 1,834 8.00 13.47 S4 1 .63

49 392-Class 5 5,144 8.00 12.55 SO 5.58

50 393 119 33.00 3.03 SQ 14,67

I
I
I
I
I
I
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
Q4/18/2009

Year/Period of Report
End of 2008/Q4

DEPRECIATION AND AMORTIZATION OF ELECTRIC PLANT (Continued)

C. Factors Used in Estimating Depreciation Charges

Line
No. Account No.

(H)

ueprecnable
plant Base

(In Thousands)
(b)

t:stlmated
Avg. Service

Life
ac)

et
Salvage
(Percent)

(d)

4pp sea
Dear. rates
(Percent)

Fe)

artalny

Qwvsll'

Average
Remaining

Life
(Q)

12 394 2.667 29.00 3.45 SQ 16.32

13 395 1 ,431 40.00 2.50 SQ 25.85

14 396 1 .879 15.00 6.92 S5 5.16

15 397 2.176 23.00 4.35 SQ 19.07

16 398 124 18.00 5.56 SQ 5.19

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46

47

48

kg

50
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Name of Respondent

UNS Electric, Inc. 8An Original
A Resubmission

This Re oN Is:
<1)
(2)

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report

End of 2008/Q4

REGULATORY COMMISSION EXPENSES

1. Report particulars (details) of regulatory commission expenses incurred during the current year (or incurred in previous years, if
being amortized) relating to formal cases before a regulatory body, or cases in which such a body was a party,
2. Report in columns (b) and (c). only the current years expenses that are not deferred and the current year's amortization of amounts
deferred in previous years.

Line
No.

Description
(Furnish name of regulatory commission or body the
docket or case number and a description of the case)

(a)

Assessed by
Regulatory
Commission

(b)

Expenses
of

Utility
(c)

Total
Expense for
<>';g§';tY§@f

c
(d)

I. referred
M Account
.1828

Begmmng 3? Year
(e)

1 Misc. expenses pertaining to Rate Case Filing

z to the Arizona Corporation Commission for the 537,757 537,757

3 test year ended June 30, 2006. Commission

4 approved $300,000 of rate case expenses to be

5 amortized over a 3 year period starting Jun-08

5 ACC Decision 70360

7

8

g

10

41

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

46 TOTAL 537,757 537,757
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Name of Respondent

UNS Electric, inc. titAn Original
A Resubmission

This Re ort Is:
(1)
(2)

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

REGULATORY COMMISSION EXPENSES (Continued)

3,

4.

5.

Show in column (k) any expenses incurred in prior years which are being amortized. List in column (a) the period of amortization.

List in column (f), (g), and (h) expenses incurred during year which were charged currently to income, plant, or other accounts.

Minor items (less than $25,000) may be grouped.

EXPENSES INCURRED DURING YEAR AMORTIZED DURING YEAR

CURRENTLY CHARGED TO Deferred to
Account 182.3

(i)

Contra
Account

6)

Amount

(k)

Deferred in
Account 182.3
End of Year

(I)

Line
No.Department

(f)

Ct(8l{8UfllI

( Q )

Amount

(h)
t BE -300,000 300,000 407 58,333 241,667 1

920 195,005 2

923 206,359 3

Various 78,060 4

5

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44

45

179,424 300,000 58,333 241 ,667 46

/
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Name of Respondent

UNS Electric. Inc.

This Report Is:
(1) MAn Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)

04/18/2009

YearlPeriod of Report
End of 2008/Q4

DISTRIBUTION OF SALARIES AND NAGES

Report below the distribution of total salaries and wages for the year. Segregate amounts originally charged to clearing accounts to
Utility Departments, Construction, Plant Removals, and Other Accounts, and enter such amounts in the appropriate lines and columns
provided. In determining this segregation of salaries and wages originally charged to clearing accounts, a method of approximation
giving substantially correct results may be used.

Line
No.

Classification

(a)

Dirge( Payroll
Dustnbutvon

(b)

Allocation o
Payroll charged for
Clearer I;ccounts

c

Total

(d)
1 Electric

2 Operation

3 Production 57,028

4 Transmission 46,604

5 Regional Market

s Distribution 1

7 Customer Accounts 850.435

a Customer Sewioe and Informational 114 2

9 Sales

10 Administrative and General 735,616

11 TOTAL Operation (Enter Total of lines 3 thru 10) 3,139.542

12 MaiMenance

13 Production 58,595

14 Transmission 21,as8

15 Regional Market

16 Distribution 9Q74 AS

17 Administrative and General

18 TOTAL Maintenance (Total of lines 13 thru 17) 1,061,922

19 Total Operation and Maintenance

20 Producion (Enter Total of lines 3 and 13) 115,823

21 Transmission (Enter Total of lines 4 and 14) 74,502

22 Regional Market (Enter Total of Lines s and 15)

23 Distribution (Enter Total of lines s and16) . 2,311,165

24 Customer Accounts (Transcribe from line 7) 850,435

25 Customer Service and Informational (Transcribe from line 8) 114,123

26 Sales (Transcribe from line 9)

27 Administrative and General (Enter Total of lines lo and 17) 735,816

28 TOTAL Over. and Mai ft. (Total of lines 20 thru 27) 4,201,454 601.480 4,802,944
29 Gas

30 I v 'ration

31 Production-Manufadured Gas

32 Production-Nat. Gas (Including Excl.andDev.)

33 Other Gas Supply

34 uStore , LNG Tenminaling and Processing

35 Transmission

36 Distribution

37 Customer Accounts

38 Customer Sewioe and Informational

39 Sales

40 Administrative and General

41 TOTALOperation (EnterTotal al lines 31 the 40)

42 Maintenance

43 Production-Manufacxured Gas

44 Producion-Natural Gas (Inducing Exploration and Development)

45 Other Gas Supply

46 Storage, LNG Tenminaling and Processing

47 Transmission

FERC FORM no. 1 (ED. 12-88) Page 354



Name ofRespondent

UNS Electric, inc.

This Report Is;
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

YearlPeriod of Report
End of 2008/Q4

DISTRIBUTION OF SALARIES AND WAGES (Continued)

Line
No.

Classification

to)

Direct. Payroll
Dustrabutlon

(b)

Allocation o
Payroll charged for
Clearing _CQQLgn2$

c

Toto

(d)
48 Distribution

49 Administrative and General

50 TOTAL Mains (Enter Total of lines 43 thru 49)

51 TotalOperation and Maintenance

52 Production-Manufactured.Gas (Enter Total of lines 31 and 43)

,,=~,
b»mMlh»

53 Production-Natural Gas (Including ExpL and Dev.) (Total fines 32,

54 Other Gas Supply (Enter Total of lines 33 and 45)

55 Storage, LNG Teminaling and Processing (Total of lines 31 thru

56 Transmission(Ines 35 and 47)

57 Distribution (Lines 36 and 48)

58 Customer Accounts Line 37

59 Customer Service and Informational (Line 38)

60 Sales (Line 39)

51 Administrative and General (Lines 40 and 49)

62 TOTAL Operation and Mai ft. (Total of lines 52 thru 61)

63 Other Utility Departments

64 Operation and Maintenance

65 TOTAL All Utility Dept. (Total of lines 28, 62, and 64) 4,201 .464 501 ,480 4,802.944

GO Utility Plant

67 n.Construction (By Utility De rtments)

68 Electric plant
= ;.1:'. ';=::f<;:

4,083,251 902,413

_ . ; >, ; :;- .:_i i : ;$;~n2

4,985,664

69 Gas Plant

70 Other (provide details in footnote): I
71 TOTALConstruction (Total of lines 68 thru 70) 4,083,251 902,413 4,985,664
72 PlantRemoval (By Utility Departments)

73 Electric Plan(

74 Gas Plant

75 Other (provide details in footnote):

75 TOTALPlant Removal (Total of lines 73 thru 75) 63,083 2,872 65,955

77 Other Accounts (Specify, provide details in footnote):

78

79

80

81

82

83 163 - Stores Expense 306,971 -305.971

84

85 184 - Clearing Accounts 1,205,029 -1,205,029

86

87 416 .. Merchandising Expense 21 21

88 417 - Nonutility Income and Expense 10,789 5,214 16,003

89

90

91

92

93

94

95 TOTAL Other Accounts 1,522,789 -1 _506,765 16,024

95 TOTAL SALARIES AND WAGES 9,870,587 9,870,587
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Name of Respondent

UNS Electric. Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008IQ4

PURCHASES AND SALES OF ANCILLARY SERVICES

Report the amounts for each type of ancillary service shown in column (a) for the year as specified in Order No. 888 and defined in the
respondents Open Access Transmission Tariff.

In columns for usage, report usage~related billing determinant and the unit of measure.

(1) On line 1 columns (b), (c), (d), (e), (f) and (g) report the amount of ancillary services purchased and sold during the year.

(2) On line 2 columns (b) (c). (d), (e), (f), and (g) report the amount of reactive supply and voltage control services purchased and sold
during the year.

(3) On line 3 columns (b) (c). (d), (e), (f), and (g) report the amount of regulation and frequency response sen/ices purchased and sold
during the year.

(4) On line 4 columns (b), (c), (d), (e), (t), and (g) report the amount of energy imbalance services purchased and sold during the year.

(5) On lines 5 and 6. columns (b), (c), (d), (e), (f), and (g) report the amount of operating reserve spinning and supplement services
purchased and sold during the period.

(6) On line 7 columns (b), (c), (d), (e), (f), and (g) report the total amount of all other types ancillary services purchased or sold during
the year. include in a footnote and specify the amount for each type of other ancillary service provided.

Amount Purchased for the Year Amount Sold for the Year

Usage.. Related Biffing Determinant Usage - Related Billing Determinant

Line

No.

Type of Ancillary Service

(a)

Number of Units

(b)

Unit of
Measure

(c)

Dollars

(d)

Number of Units

(e)

Unit of
Measure

(f)

Dollars

(9)

1 Scheduling, System Control and Dispatch 1 ,805,266 MWH 105,782 MW

2 Reactive Supply and Voltage 4,097,287 MWH 511,089 MWh

3 Regulation and Frequency Response 14.470 MWH 238,195 KW

4 Energy imbalance 16,496 MWH 761,128 22,405 Mwh 396,603

5 Operating Reserve - Spinning 45,412 MWH 871,452 MW

6 Operating Reserve - Supplement

7 Other 5077 MWH 325,131

8Total (Lines 1 :Btu 7) 5,984,008 2,812,777 22,405 395,603
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Name of Respondent

UNS Electric, Inc.

This Report is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

YeaflPeriod of Report

MONTHLY TRANSMISSION SYSTEM PEAK LOAD

(1) Report the monthly peak load on the respondent's transmission system. If the respondent has two or more power systems which are not physically
integrated, furnish the required information for each non-integrated system.
(2) Report on Column (b) by month the transmission system's peak load.
(3) Report on Columns (c ) and (d) the specified information for each monthly transmission - system peak load reported on Column (b).
(4) Report on Columns (e) through (j) by month the system' monthly maximum megawatt load by statistical classifications. See General Instruction for
the definition of each statistical classification.

NAME OF SYSTEM:

Line
No. Month

(a)

Monthly Peak
MW - Total

(b)

Day of

Monthly

Peak

(G)

Hour of

Monthly

Peak

(d )

Firm Network

Service for Self

(e )

Firm Network

Service for

Others

(f>

Long~Term Fim

Point» to~poini

Regen/ailons

(9 )

Other Long-

Term Firm

Service

(h)

Short-Term Fire

Point-to-point

R€s€n3fion

lg)

Other

Service

(it
1 January 278 17 800 278

2 February 271 E 800 271

3 M8!ch 224 4 800 224

4 Rosa: fur Quarter 1 778 773

5 April 245 8 1700 245

6 M81 367 is 1700 367

7 June 40C 17 1600 400

8 Tad for Quarter 2 1.012 1,012

g July 408 n
4 1600 409

10 August 402 1 1600 408

11 Sepiemba 354 E 1600 354

12 Total forQuarters 1,171 wrnmvn
1,171

13 owner 307 1 307

14 Ncusmhef 217 1 217

15 December zee 1 7 266

16 Totdfuifluiltsrl 79c 790

17 Teal Yea' b

DaldYear a,74e 3,746

1600

1600

1900
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Name of Respondent

UNS Electric, Inc.

This Reoort Is:
(1) x An Original
(2) A Resubmission

Date ofReport
(Mo, Da, Yr)

04/18/2009

Year/Period of Report
End of 2008/Q4

ELECTRIC ENERGY ACCOUNT

Report below the information called for concerning the disposition of electric energy generated, purchased, exchanged and wheeled during the year.

Line
No.

Item

(a)

MegaWatt Hours

(b)
is: ml 4

€lé€2~;.8 .
;43; ;;§;:a<,; :8.= : ;=9» .

.» §A,&.=-

1,563,318

21 DISPOSlT{ON OF ENERGY

22 Sales to UltimateConsumers(Including

interdepartmentalSales)

Line
No.

Item

(a)

1 SOURCES OF ENERGY

2 Generation (Excluding Station Use):

3 Steam

4 Nuclear 23 Requirements Sales for Resale (See

instruction 4, page 311 .)5 Hydro-Conventional

6 Hydro-Pumped Storage 24 Non-Requirements Sales for Resale (See

instruction 4,page 311 .)

152,947

7 Other 15,157

8 Less Energy torPumping 25 Energy Furnished Without Charge

26 Energy Used by the Company (Electric

Dept Only, ExcludingStationUse)

1 .293
g Net Generation (Enter Total of lines 3

though 8)

15,157

27 Total Energy Losses 122,609
10 Purchases 1.930,919

11 Power Exchanges; CB TOTAL (Enter Total of Lines 22 Through

27) (MUST EQUAL UNE 20)

1_940,167

12 Received

13 Delivered

14 Net Exchanges (Line 12 minus line 13)

15 Transmission For Cther (Wheeling)

16 Received 5,29e

17 Delivered 5,298

18 Net Transmission for Other (Line16 minus

line 17)

19 Transmission By Others Losses -5,909

20 TOTAL (Enter Total of lines 9, 10, 14, 18

and 19)

1,940,167

I
3

' I
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/period of Report
End of 2008/Q4

MONTHLY PEAKS AND OUTPUT

(1) Report the monthly peak load and energy output. If the respondent has two or more power which are not physically integrated. furnish the required
information for each non- integrated system.
(2) Report on line 2 by month the system's output in Megawatt hours for each month.
(3) Report on line 3 by month the non-requirements sales for resale. Include in the monthly amounts any energy losses associated with the MM.
(4) Report on line 4 by month the system's monthly maximum megawatt load (60 minute integration) associated with the system.
(5) Report on lines 5 and 6 the specified information for each monthly peak load reported on lines.

NAME OF SYSTEM!

Line
No. Month

(a)

Total Monthly Energy

(b)

Monthly Non-Requirments
Sales for Resale &
Associated Losses

(c)

MONTHLY PEAK

Megawatts (Seelns!r.4)

(d)

Day of Month

(Q)

Hour

m

29 January 146,984 240 278 17 800

30 February 128,698 189 271 6 800

31 March 127,861 212 224 4 800

32 April 123.459 258 245 29 1700

33 May 138,488 219 367 19 1700

34 June 204,460 28.927 400 17 1eo0

35 July 222_aa7 23.464 409 2 1600

36 August 218,068 19,550 408 1 1600

37 September 197,387 35,480 354 5 1600

38 October 157,474 30,675 307 1 1600

39 November 123,392 10,264 217 1 1600

40 December 151,059 13,376 266 17 1900

41 TOTAL 1_94()_167 182,854
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original

(2) A Resubmission

* ate of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report

End of 2008/Q4

STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants)

1. Report data for plant in Service only. 2. Large plants are steam plants with installed capacity (name plate rating) of 25.000 Kw or more. Report in

this page gas-turbine and internal combustion plants of 10,000 Kw or more. and nuclear plants. 3. Indicate by a footnote any plant leased or operated
as a joint facility. 4. If net peak demand for 60 minutes is not available, give data Mich is available, specifying period. 5. If any employees attend
more than one plant, report on line 11 the approximate average number of employees assignable to each plant. 6, If gas Is used and purchased on a
therm basis report the Btu content or the gas and the quantity of fuel burned converted to Met. 7. Quantities of fuel burned (Line 38) and average cost
per unit of fuel burned (Line 41) must be consistent with charges to expense accounts 501 and 547 (Line 42) as show on Line 20. 8. If more than one
fuel is burned in a plant furnish only the composite heat rate for all fuels burned.

Line
No.

item

(a)

Plant
Name: Valencia

(b)

Plant
Name:

(c)

1 Kind of Plant (Internal Comb, Gas Turn_ Nuclear Gas Turbine

2 Type of Conslr (Conventional!, Outdoor, Boiler, etc) Outdoor

3 Year Originally Constructed 1989

4 Year Last Unit was Installed 2006

5 Total Installed Cap (MaxGen Name Plate Ratings~MW) 61.00 0.00
5 Net Peak Demand on Plant .. MW (60 minutes) 59 o
7 Plant Hours Connected to Load 923 0
8 Net ContinuousPlant Capability(Megawatts) 61 o
9 Men Not Limited by Condenser Water 61 0

10 When Limited by Condenser Water 61 0.

11 Average Number of Employees 1 o
12 NetGeneration,Exclusive of Plant Use _ KWh 3174000 0
13 Cost of Plant; Land and Land Rights 97573 0
14 Structures and Improvements 1959407 0
15 Equipment Costs 24413732 0
16 Asset Retirement Costs 0 0
17 Total Cost 26480712 0

.18 Cost per KW of Installed Capacity (line 17/5) Including 434.1100 0.0000
19 Production Expenses: Over, Supv. & Engr 905284 0
20 Fuel 1320109 0
21 Coolants and Water (Nuclear Plants Only) 0 0
22 Steam Expenses 0 o
23 Steam From Other Sources 0 0
24 Steam Transferred (Cr) 0 0
25 Electric Expenses 0 0

26 Misc Steam (or Nuclear) Power Expenses 0 0

27 Rents 0 0
28 Allowances 0 0
29 Maintenance Supervision and Engineering 0 0
30 Maintenance of Structures 64400 0
31 Maintenance of Boiler (or reader) Plant 0 0
32 Maintenance ofElectric plant 125323 0
33 Maintenance of MiscSteam (or Nuclear) Plant 0 o
34 Total producion Expenses 2415116 0
35 Expenses per Net KWh 0.7509 0.0000
36 Fuel: Kind (Coal, Gas, Oil, or Nuclear) Gas

37 Unit (Coal»tons/Oil-barreVGas-mcf/Nuclear-indicate) MCF

38 Quantity (Units) of Fuel Bumed 75255 0 0 0 0 0
39 Avg Heat Cont - Fuel Burned (Btu/indicate if nuclear) 1015 0 0 0 0 0
40 Avg Cost of Fuel/unit, as Delvd f.o.b. during year 17,542 0.000 0.000 0.000 0.000 0.000

41 Average Cost of Fuel per Unit Bumed 17542 0.000 0.000 0.000 0.000 0,000

42 Average Cost of Fuel Burned per Million BTU 17283 0.000 0.000 0.o00 0.000 0.000

43 Average Cost of Fuel Burned per KWh Net Gen 0416 0.000 0.000 0.008 0.000 0.000

44 Average BTU per KWh Net Generation 24065477 0.000 0.000 0.000 0.000 0.000

r
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Repo rt
(Mo, Do, Yr)
04/18/2009

Year/period of Report

Et; of 2008/Q4

STEAM-ELECTRIC GENERATING PLANT STATISTICS (Large Plants)(Continued)

¢~-

9. Items under Cost of Plant are based on u. S. of A. Accounts. Production expenses do not include Purchased Power, System Control and Load
Dispatching, and Other Expenses Classified as Other Power Supply Expenses. 10. For IC and GT plants, report Operating Expenses, Account Nos.
547 and 549 on Line 25 "Electric Expenses," and Maintenance Account Nos. 553 and 554 on Line 32, "Maintenance of Electric Plant.' indicate plants
designed for peak load service. Designate automatically operated plants. 11. For a plant equipped with combinations of fossil fuel steam, nuclear
steam, hydro, internal combustion or gas-turbine equipment report each as a separate plant. However, if a gas-turbine unit functions in a combined
cycle operation with a conventional steam unit, include the gas-turbine with the steam plant. 12. If a nuclear power generating plant. briefly explain by
footnote (a) accounting method for cost of power generated including any excess costs attributed to research and development: (b) types of cost units
used for the various components of fuel cost, and (c) any other informative data concerning plant type fuel used, fuel enrichment type and quantity for the

report period and other physical and o rating characteristics of plant.

Plant
Name:

(d)

Plant
Name:

(81

Plant
Name:

<f>

Line
No.

1

2

3

4

0.00 Q00 0.00 5

0 O o 6

0 0 0 7

0 0 0 8

0 0 0 9

0 0 0 10

0 0 0 11

0 0 0 12

0 0 0 13

0 0 0 14

0 0 0 15

0 0 0 16

0 0 0 17

0.0000 00000 0,0000 18

0 o 0 19

0 0 0 20

0 0 0 21

0 0 0 22

0 0 0 23

0 0 0 24

0 0 0 25

0 0 0 26

o 0 0 27

0 0 0 28

0 0 0 29

0 0 o 30

0 0 0 31

0 0 0 32

0 0 0 33

0 0 0 34

0.0000 0.0000 0,0000 35

36

37

0 o 0 o 0 0 0 0 0 38

0 0 O 0 o 0 0 0 0 39

0.0o0 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 40

0.000 0 000 0.0o0 0.000 0.000 0.000 0,000 0.000 0.000 41

0.000 0.000 0.000 0.000 0.000 0.00o 0.000 0.000 0.000 42

0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 43

0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 44
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report

TRANSMISSION LINE STATISTICS

1. Report information concerning transmission lines, cost of lines, and expenses for year. List each transmission line having nominal voltage of 132

kilovolts or greater. Report transmission lines below these voltages in group totals only for each voltage.
2, Transmission lines include alt lines covered by the definition of transmission system plant as given in the Uniform System of Accounts. Do not report

substation costs and expenses on this page.
s. Report data by individual lines for all voltages if so required by a State commission.
4. Exclude from this page any transmission lines for which plant costs are included in Account 121, Nonutility Property.
5. Indicate whether the type of supporting structure reported in column (e) is: (1) single pole wood or steel, (2) H-frame wood, or steel poles, (3) tower,
or (4) underground construction If a transmission line has more than one type of supporting structure, indicate the mileage of each type of construction
by the use of brackets and extra lines. Minor portions of a transmission line of a different type of construction need not be distinguished from the

remainder of the line,
6. Report in columns (f) and (g) the total pole miles of each transmission line. Show in column (f) the pole mis of line on structures the cost of which is
reported for the line designated, conversely, show in column (g) the pole miles of line on structures the cost of which is reported for another line. Report
pole miles of line on leased or partly owned structures in column (g). In a footnote, explain the basis of such occupancy and state whether expenses with

respect to such structures are included in the expenses reported for the line designated.

Line
No.

DESIGNATION VOLTA E (K
(Indicate where
other than
60 cycle, 3 phase)

Type of

Supporting

Structure

(e)

LE G  H Po l e ilea)

§e?°§an%e».:i5I o

report circuit miles)

Number

o f

Circuits

(M

n fuLL}c»tUII€
o m e

D e s i ? f ; \ a t e d

in `tru u es
o f m é r

me
(Q)

F r o m

(21)

To

(b)

Operating

(c)

Designed

(6)

1 Transmission-Northern Ariz Havasu / Kingman 59 . 00 SP - W 225 . 78

2 69 . 00 SP - S 1 . 00 2

3 69 . 00 SP - S 9 . 00 1

4 69 . 00 SP - S 14 . 29 1

5 69 . 00 SP - S 1 . 30 1

6 B 9. 00 SP - S 12 . 00 1

7 69 . 00 SP - S 0 . 30 2

8 Transmission-Santa Cruz 115. 0c SP - S 55.75

g H F - W

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

28

27

28

29

30

31

32

33

34

35

36 TOTAL 319 . 42 8
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Name of Respondent

UNS Electric, Inc 8An Original
A Resubmission

This Re oN It
( n
(2)

Date of Report
(Mo, Do, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

TRANSMISSION LINE STATISTICS (Continued)

7. Do not report the same transmission line structure twice. Report Lower voltage Lines and higher voltage lines as one line. Designate in a footnote if
you do not induce Lower voltage lines with higher voltage lines. If two or more transmission line structures support lines of the same voltage, report the

pole miles of the primary structure in column (f) and the pole miles of the other 1ine(s) in column (g)
8. Designate any transmission line or portion thereof for which the respondent is not the sole owner. If such property is leased from another company,
give name of lessor, date and terms of Lease, and amount of rent for year. For any transmission line other than a leased line, or portion thereof, for
which the respondent is not the sole owner but which the respondent operates or shares in the operation of, furnish a succinct statement explaining the
arrangement and giving particulars (details) of such matters as percent ownership by respondent in the line, name of co-owner, basis of sharing
expenses of the Line, and how the expenses home by the respondent are accounted for, and accounts affected. Specify whether lessor, co-owner, or

other party is an associated company.
9, Designate any transmission line leased to another company and give name of Lessee, date and terms of lease, annual rent for year, and how

determined. Specify whether lessee is an associated company.
10. Base the plant cost figures called for in columns (j) to (I) on the book cost at end of year.

Size of

Conductor

and Material

(i)

•\GGST oF UNE (Include in Column gt) La

Land rights, and clearing right-of-way)
EXPENSES, EXCEPT DEPRECIATION AND TAXES

Line
No.

Land

(i)

Construction and
Other Costs

(k)

Total Cost

(1)

Operation
Expenses

(m)

Maintenance
Expenses

(n)

Rents

(0)

Total
Expenses

(p)

1/0 Copper 1,047,291 25,993,205 27,040,495 113,807 48,376 27.940 190,123 1

327 AAMC/795
2

927 AAAC/795
3

559AAAC
4

1/0 ACSR
5

954 ACSR
6

1/0 ACSR 7

559.5 AAAC 383.797 9.922.943 10,306,740 65,174 10,456 75,63C 8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

•1,431,08 35,916,148 37,347,235 178,981 58.832 27.940 265,751 36

i
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Name of Respondent

UNS Electric, Inc. 8(1)
This Re ort Is:

An Origins\
(2) A Resubmission

Date of Report
(Mo, Do, Yr)
04/18/2009

YearlPeriod of Report

End of 2008/Q4

TRANSMlSS!ON LINES ADDED DURING YEAR

1. Report below the information called for concerning Transmission lines added or altered during the year. It is not necessary to report

minor revisions of lines.
2. Provide separate subheadings for overhead and under- ground construction and show each transmission line separately. If actual

costs of competed construction are not readily available for reporting columns (l) to (o), it is permissible to report in these columns the

Line
No.

9LINE DE I NAT! N Line
Length

In
Miles

(c)

»1Q- NUPP Tug »uI ulT  PER TRU TU

Type

(4)

Average
Number per

Miles
(s)

Present

(f)

Ultimate

(Q)

From

(a)

To

(b)

1 West Golden Valley Mineral Park 12.00 SP-S 15.00 1 1

2

3

4

5

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

44 TOTAL 12.00 1500 1 1
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Name of Respondent

UNS Electric, \no. 139An Original
A Resubmission

This Re ort Is:
(1)
(2)

Date of Report
(Mo, Do, Yr)

04/18/2009

Year/period of Report
End of 2008/Q4

TRANSMISSION LINES ADDED DURING YEAR (Continued)

c os t s .  D es ignat e ,  how ev er ,  i f  es t im at ed  am ount s  a re  repor t ed .  I nc lude c os t s  o f  C lear ing  Land and R igh t s -o f -W ay ,  and R oads  and

Trai ls ,  in  co lumn ( I )  w i th  appropr ia te footnote,  and cos ts  of  Underground Condui t  in  co lumn (m).
3.  I f  des ign vol tage d i f fers  f rom operat ing vol tage,  ind icate such fac t  by  footnote,  a lso where l ine is  other  than 60 cyc le,  3  phase,

ind icate such other  charac ter is t ic .

•RCONDU Voltage
KV

(Operating)
(K)

•
TLINE Line

No.Asset
Retire. Costs

(0)

Total

(p)

Configuration
and pacing

G)

Poles, Towers
and Fixtures

(m)

Conductors
and Devices

(to)

Specification

(i)

Land and
Land Rights

ll)

Size

(h)
929 AAAC Armless 69 1,453,627 131,346 1,584,973 1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40

41

42

43

1,453,627 131,346 1,584,973 44
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Name of Respondent

UNS Electric, Inc

This Report is:
(1) x An Original
(2) A Resubmission

Date ofReport
(Mo, Da, Yr)
04/18/2009

YearlPeriod of Report
End of 2008/Q4

SUBSTATiONS

1. Report below the information called for concerning substations of the respondent as of the end of the year.
2. Substations which serve only one industrial or street railway customer should not be listed below.
3. Substations with capacities of Less than 10 MVa except those sewing customers with energy for resale, may be grouped according
to functional character, but the number of such substations must be shown.
4, Indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in
column (f).

Line
No.

Name and Location of Substation

(a)

Character of Substation

(b)

VOLTAGE (In Mva)

Primary

(C)

Secondary

(d)

Tertiary

Te)

1 MOHAVE

2 Carson DIST/ UNATTENDED G9.00 13.20

3 Highway DIST/ UNATTENDED 69.00 12.00

4 Pierce Ferry Junction DIST/ UNA NDED 89.00 12.00

5 Chloride DIST/ UNATTENDED s9.0o 12.00

6 Duval Booster DIST/ UNATTENDED 69;00 2.40

7 Golden Valley DIST/ UNATTENDED 6900 20.80

B South Kingman DIST/ UNATTENDED 69.00 12.00

g North Kinsman DIST/ UNATTENDED 69.00 12,o0

10 Airport DIST/ UNATTENDED 69.00 13.20

11 Jagerson DIST/ UNATTENDED 69.00 13.20

12 Boriana Junction DIST/ UNATTENDED 69.00 20.80

13 Yucca DIST/ UNATTENDED 69.00 20.80

14 Duval Waterfield DIST/ UNATTENDED 69.00 2.40

15 Warm Springs DIST/ UNATTENDED 69.00 13.20

16 Boundary Cone DIST/ UNA1*rENDED 69.00 1320

17 Sacramento DIST/ UNATrENDEO 69,00 20.80

18 Dolan Springs DIST/ UNATTENDED 89.00 12.00

19 So-Hi DIST/ UNATTENDED 69.00 20.80

20 Willow Beach DIST/ UNAll'l'ENDED eaov 12.00

21 Eastern DIST/ UNATTENDED 59.00 13.20

22 West Golden Valley DIST/ UNATTENDED 69.00 20.80

23 Cattail Cove DIST/ UNATTENDED 69.00 13.20

24 Havasu Sub DIST/ UNATtENDED 69.00 13.20

25 Palo Verde DIST/ UNA1'rENDED s9.00 13.20

26 London Bridge DIST/ UNATYENDED 69.00 13.20

27 Franconia DIST/ UNATTENDED 69.00 20.80

28 Kiowa DIST/ UNATFENDED 69.00 13.20

29 Mulberry DIST/UNA NDED 69.00 13.20

30 Clearwater DIST/ UNATTENDED 69.00 13.20

31 North Havasu 20.BkV DlSTl UNATTENDED 69,00 20.80

32 Desert Hills DIST/ UNATTENDED 69.00 13.20

33 Black Mesa Substation TRANS/UNAWENDED 230.00 69.00 13.20

34 HilltopSubstation TRANS/UNATTENDED 230.00 69.00 13.20

35 Griffith Substation TRANS/UNA1TENDED 230.00 69.00 12.00

36 North Havasu Substation TRANS/UNATTENDED 230.00 69.00 12.00

37 SANTA CRUZ . AZ Electric

38 Valencia DIST/ UNATTENDED 115.00 13.20

39 Sonoita DIST/ UNATTENDED 115.00 13.20

40 Kantor DIST/ UNATTENUED 115.00 13.20

I
I
I
I
I
I
I
I
I
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Name of Respondent

UNS Electric, Inc.

This Report Is:
(1) Ty]An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/Period of Report
End of 2008/Q4

5. Show in columns (1), (f), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for

increasing capacity.
6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated othewvise than by
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts
affected in respondent's books of account. Specify in each case whether lessor, of-owner, or other party is an associated company.

Capacity of Substation

(In Service) (in MVa)

(f)

Number of
Transformers

In Service

(9)

Number of
Spare

Transformers

(h)

CONVERSION APPARATUSAND SPECIAL EQUIPMENT Line
No.Type of Equipment

0)

Number of Units

0)

Total Capacity
(In MVa)

(K)
1

66 2 Forced Air 66 2

3 3 None 3 3

12 1 Forced Air 12 4

1 3 None 1 5

2 3 None 2 6

10 1 Forced Al: 10 7

12 1 Forced Air 12 8

12 1 Forced Air 12 9

20 1 1 Forced Air 20 10

40 1 Forced Air 40 11

5 1 None 5 12

3 1 Forced Air 3 13

3 3 None 3 14

12 1 1 Forced Air 12 15

12 1 1 Forced Air 12 16

20 1 Forced Air 20 17

12 1 Forced Air 12 18

3 1 Forced Air 3 19

2 1 Forced Air 2 20

12 1 Forced Air 12 21

20 1 Forced Air 20 22

1 3 1 None 1 23

50 2 Force Air 50 24

50 2 Forced Air 50 25

90 3 Forced Air 8-Of! 90 26

5 1 Forced Air 5 27

50 2 Forced Air 50 28

33 1 Forced Air 33 29

33 1 Forced Air & Oil 33 30

5 1 Forced Air 6 31

40 1 Forced Air 40 32

230 4 Forced Air 230 33

150 2 Forced Air 160 34

80 1 Forced Air 80 35

80 1 Forced Ai 80 KG

37

12 2 Forced Air 8; Oil 40 38

12 2 Forced Air & Oil 40 39

10 1 Forced Air 12 40

SUBSTATIONS (Continued)
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Name of Respondent

UNS Electric. Inc.

This Report Is:
(1) x An Original
(2) A Resubmission

Date c»f Report
(Mo, Da, Yr)
04/t8/2009

YearlPeriod of Report

SUBSTATIONS

1. Report below the information called for concerning substations of the respondent as of the end of the year.
2. Substations which serve only one industrial or street railway customer should not be listed below.
3. Substations with capacities of Less than 10 MVa except those sewing customers with energy for resale, may be grouped according
to functional character, but the number of such substations must be shown.
4. indicate in column (b) the functional character of each substation, designating whether transmission or distribution and whether
attended or unattended. At the end of the page, summarize according to function the capacities reported for the individual stations in

column (f).

Line
No.

Name and Location of Substation

(a)

Character of Substation

<b)

VOLTAGE lm Mva)

Primary

(c)

Secondary

(d)

Tertiary

(8)

1 Canez DIST/ UNATTENDED 115.00 13.20

2

3 Summary DIST/ UNATTENDED

4 Summary TRANS/ UNATTENDED

5

6

?
8

9

10

t i

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

2.1

32

33

34

35

36

37

38

39

40
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Name of Respondent

UNS Electric, Inc.

This Recon Is:
(1) x An Original
(2) A Resubmission

Date of Report
(Mo, Da, Yr)
04/18/2009

Year/period of Repoli
End of 2008/Q4

SUBSTATIONS (Continued)

5. Show in columns (I), (j), and (k) special equipment such as rotary converters, rectifiers, condensers, etc. and auxiliary equipment for
increasing capacity.
6. Designate substations or major items of equipment leased from others, jointly owned with others, or operated otherwise than by
reason of sole ownership by the respondent. For any substation or equipment operated under lease, give name of lessor, date and
period of lease, and annual rent. For any substation or equipment operated other than by reason of sole ownership or lease, give name
of co-owner or other party, explain basis of sharing expenses or other accounting between the parties, and state amounts and accounts
affected in respondents books of account. Specify in each case whether lessor, of-owner, or other party is an associated company.

Capacity of Substation

(In Service) (In Mva)

(f)

Number of
Transformers

in Service

(9)

Number of
Spare

Transformers

(h)

CONVERSIONAPPARATUS AND SPECIALEQUIPMENT Line
No.Type of Equipment

(i)

Number 0 Units

0)

Total Capacity
(in MVa)

(KI
10 1 Forced Air 12 1

2

684 3

550 4

5

6

7

8

9

10

11

12

13

14

15

18

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

39

40
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Black Mountain Generating Station UNS Electric, Inc,
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3
Page 1 of 3

Increase

Present Rate Proposed Rate $ %

Residential Service
Customer Charge
Energy Charge 1st400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWhs

PPFAC

$7.50
$0.011255
$0.021269
$0.077993
50.014746

$8.00
$0.026115
$0.036129
$0.0687s7

$0.000000

$0.50
$0.014860
$0.014860
_$0.009226

-$0.014746

6.67%
132.03%
69.87%
-11 .83%

-100.00%

Residential Service CARES

Customer Charge
Energy Charge 1st400 kwhs

Energy Charge, all additional kWhs

Base Power Supply Charge, all kwhs

PPFAC

$7.50
$0.011255
$0.021269
$0.077993
$0.014746

$3.50
$0.045259
$0.055273
50.037656
$0.000000

~$4.00
$0.034004
$0.034004

-$0.040337
-$0.014746

-53.33%
302.13%
159.88%
-51 .72%

-100.00%

Residential Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply chart

Summer on-peak $0.092183

Summer Shoulder $0.081803

Summer off-peak $0.077183

6)
$0. 153093

$0.068767

$0.048113

$0.060910

-$0.013036

-$0.029070

66.07%

-15.94%

-37.66%

I
I
I
I W inter on-peak

Winter off-peak

$0.0B0873

$0.0B5B73

$0. 153093

$00035849

$0.072220

-$0.030024

89.30%

-45.58%

Small General Service

Customer Charge
Energy Charge 1s\400 kWh
EnergyCharge, all additional kWhs
Base Power Supply Charge,all kWhs
PPFAC

$12.00

$0.022449
$().032453
500075738
$0.014746

$12.50

$0038311
$0.048325
$()05677B
$0.000000

$050

$0.015862
$0.015862

-$0.008960
-$0.01474e

4. 17%

70.66%
48.86%

-11.83%
-100.00%

Small General Service Time of Use Rates, all kWh

(These rates would include all Delivery charges above and replace The Base Power Supply chart

Summer on-peak $0.090348

Summer Shoulder $0.079658

Summer off-peak $0.07534B

B)
$0. 130888

$0.D6577B

$0.040888

$0.040540

-$0.012880

-$0.034460

44.87%

_16.17%

-45.73%

I
I
I

Winter on-peak

Winter off-peak

$0.079448

50.064448

$0.130888

$0.032668

$0.051440

~$0.031780

64.75%

-49.31%

I



Black Mountain Generating Station UNS Electric, Inc.
Comparisonof Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3
Page 2 of 3

Large General Service

Customer Charge

Demand Charge, per kW

Energy Charge (kWhs)

Base Power Supply Charge, all kwhs

PPFAC

$15.50

$10.71

$0.003254

$0.067062
$0.014746

$16.00

$15.05

$0.004354

$0.059129
$0.000000

$0.50

$4.344871

$0.001100

~$0.007933
-$0.014746

3.23%

40.57%

33.80%

-11 ,83%
-100.00%

Large General Service TOU
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power SupplyCharge, all kWhs
PPFAC

$20.40
$10.71

$00003254
$0.067062
$0.014746

$20.90
$15.05

$0.004354
$0.059129
$0000000

$0.50
$4.344871
$0.001100

-$0.007933
-$0.01474e

2.45%
40.57%
33.80%

-11 .83%
-100.00%

Large General Service Tlme of Use Rates, all kwhs

(These rates would induce all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0.082832 $0.116024

Summer Shoulder $0.071452 $0.059129

Summer off-peak $0006/B32 $0.041024

$0.033192

-$0.01232a

-$0.026808

40.07%

-17.25%

-39.52%

Winter on-peak

Winter off-peak

$0.071072

$0.055072

$0.116024

$0.027306

$0.044952

-$0.028766

63.25%

-51 .30%

Large Power Service (<69KV)
Customer Charge

Demand Charge, per kW

Energy Charge (kwhs)
Base Power Supply Charge, all kWhs
PPFAC

$365.00

$17.90
$0.000000
$0.053260
$0.014746

$372.00

$23.45
$0.000000
$0.046959
$0.000000

$7.00

$5.554460

$0.000000
-$0.006301
-$0.01474e

1 .92%

31 .O4%
0.00%

-11 .83%
-100.00%

Large Power Service (>69KV)

Customer Charge

Demand Charge, per kW

Energy Charge (kWhs)

Base Power Supply Charge, all kwhs

PPFAC

$400.00
$11.61

$0.000000
$0.053260
$0.01474s

$407.00
$17.16

$0.000000
$0.046959
$0.000000

$7.00
$5.554460
$0.000()00

-$0.006301
-$0.014746

1 .75%
0.00%
0.00%

-11 .83%
100.00%

Large Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0.070170

Summer Shoulder $0.058180

Summer off-peak $0.055170

$0_094Q1g

$0_046959

$0.034919

$0.024749

~$0.011221

-$0.020251

35.27%

-19.29%

-36.71%

I
I
I
I
I
I
I
I
I
I
I

Winter on-peak

Winter off~peak

$0.058170

$0.043170

$0.094919

$0.022905

$0.036749

-$0.020265

83. 17%

-46.94%



Black Mountain Generating Station UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3
Page 3 of 3

Interruptible Power Service

Customer Charge

Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

$15.50

$3.40

$0.014800
$0.055491
$0.014746

$16.00

$5.24
$0.019s00
$0.048927
$0.000000

$0.50

$1.84

$0.00
-$0.01
-$0.01

3.23%

54.02%

31.75%
-11 .83%

-100.00%

Interruptible Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base

Summer on-peak

Summer Shoulder

Summer off-peak

Power Supply charge)

$0.071861 $5.097611

$0.059691 $0.048927

$0.056861 $0.037611

$0.025750

-$0.010764

-$0.019250

35.83%

-18.03%

-33.85%

Winter on-peak

Winter off-peak

$0059411

$0.044411

$0.097611

$0.022479

$0.038200

-$0.021932

64.30%

-49.38%

I
I
I
I
I
I

Lighting Dusk to Dawn
New30' Wood Pole (Class 6) - Overhead

New 30' Metalor Fiberglass - Overhead

ExistingWood Pole . Underground

New 30' Wood Pole (Class 6) - Underground

New30' Metal or Fiberglass - Underground
Wattage, per Watt

LightingBase Power Supply Charge,per Watt

$4.12
$8.26
$2.06
$6.20

$10.32
$0.046577
$0.007818

$4.535
$9,083
$2.268
$6.815

$11.350
$0.051029
50_006893

$0.41
$0.83
$0.21
$0.62
$1.03

$0.004452
$0.00

10.00%
10.00%
10.00%
10.00%
10.00%
9.56%

100.00%

I



Black Mountaln Generating Station UNS Electric, Inc.
Typical Bill Comparison

Present and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4
Page 1 of 6

Residential Service
Customer Charge
Energy Charge 1st 400 kWh
Energy Charge, all additional kwhs
Base Power Supply Charge, all kwhs
PPFAC

Present
$7.50

$0.011255
$0.021289
$0.077993
$0.014746

Prooesed
$8.00

$0.02e115
$0.0ae129
$0.068767
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

50

100

200

400

600

800

1 ,000

2.000

2,500

s_000

10,000

$12.70

$17.90

$28.30

$49.10

$71.90

$94.70

$117.50

$231.51

$288.51

$573.53

$1,143.57

$12.74

$17.49

$26.98

$45.95

$66.93

$87.91

$108.89

$213.79

$286.23

$528_48

$1 ,052.96

$0.04

($0.41 )

($1.32)

($3.14)

($4.97)

($6.79)

($B.B1 )

($17.72)

($22.28)

($45.08)

($90.62)

0.35%

-2.30%

4 . 6 7 %

-6.41%

-691%

-7.17%

-7.33%

-7.66%

-7.72%

-7.86%

-7.92%

Residential Service CARES
Customer Charge
Energy Charge 1st400 kW hs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWhs
PPFAC

Present
$7.50

$0.011255
50.021269
$0.077993
$0.014746

PfODOSSd
$3.50

$0.045259
50.055273
$0.037556
$0.000000

Discounts:
0~300 kph
301-600 kph
501-1000 kph
1001+ kph

30.0%
20.0%
10.0%
$8.00

Average Sales per Month
0

Total Bill
Present Rate

$5.25

Total Bill
Proposed Rate

$2.45

Proposed
Increase

$
($2.80)

Proposed
Increase

%
-53.33%

I
I
I
I
I
I
I
I
I

50

100

200

400

600

800

1 ,000

2,000

2,500

5,000

10,000

$8.89

$12.53

$19.81

$39.28

$57.52

$85.23

$105.75

$223.51

$280.51

$565.53

$1 ,135.57

$5.35

$8.25

$14.05

$29.33

$44.20

$65.45

$83. 18

$177.35

$223.82

$456.14

$920.79

($3554)

($4.z8)

($5.75)

($9.95)

($13.32)

($18.78)

($22.57)

($46.16)

($55.70)

($109.39)

($214.79)

-39.80%

-34.12%

-29.03%

-25.32%

-23.15%

-22.03%

-21 .34%

-20.65%

-20.21 %

-19.34%

-18.91 %



Black Mountain Generating Station UNS Electric, Inc.
Typical Bill Comparison

Present and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4
Page 2 of 6

Present
$7.50

$0.011255
$0.021269

Proposed
$8.00

$0.02e115
$0.036129

Assume:
On Peak Usage:
Shoulder~Peak Usage:
Off-Peak Usage:

16.6%
15.4%
67.9%

Residential Service Time-of-Use Summer
Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, all additional kWh
Base Power Supply Charge

On-Peak, all kWhs
Shoulder-Peak. all kWhs
Off~Peak, all kWhs

PPFAC

$0.092183
$0.081803
$0.077183
$0014745

$0.153093
$0_068767
50.048113
$0.000000

Averaqe Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
increase

$
$0.50

Proposed
Increase

%
6.67%

50

100

200

400

600

800

1 ,000

2,000

2,500

s,o00

10,000

$12.82

$18.14

$28.78

$50.06

$73.34

$96.62

$119.90

$236.31

$294.51

$585.53

$1 ,167.56

$12.14

$17.49

$26.98

$45.95

$66.93

$87.91

$108.89

$21319

$26624

$52848

$1 ,052.96

($0.08)

($0.65)

($1.80)

($4.10)

($6.41 )

($8.71)

($11 .01 )

($22.52)

($28.27)

($57.05)

($114.60)

-0.59%

-3.59%

-5.25%

-8.20%

-8.73%

-9.01 %

-9.18%

-9.53%

-9.60%

-9.74%

-9.82%

Assume:
On Peak Usage: 28.1%

Present
$7.50

$0.011255
$0.021269

Proposed
$8.00

$0.02e115
$0.036129 Off-Peak Usage: 71.9%

$0.080873 $0_153093

Residential Service Time-of-Use Winter
Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, all additional kwhs
Base Power Supply Charge

On-Peak, all kWhs
Shoulder-Peak. all kWhs
Off-Peak, all kWhs

PPFAC

$0.065873
$0.01414e

$0_035849
$0.000000

Averaqe Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

50

100

200

400

600

800

1 ,000

2,000

2,500

5,000

10,000

$12.30

$17.11

$26.72

$45.93

$67.15

$88.37

$109.59

$215.69

$268.74

$533.99

$1,064.48

$12.74

$17.49

$26.98

$45.95

$66.93

$87.91

$108.89

$213.78

$266.23

$528.46

$1 ,052.92

$0.44

$0.38

$0.26

$0.02

($0.22)

($0.45)

($0.71 )

($1 .91 )

($2.52)

($5.53)

($11 .56)

3.57%

2.22%

0.97%

0.04%

-0.33%

-0.53%

-0.64%

-0.a9%

-0.94%

-1 .04%

-1.09%



Black Mountain Generating Station UNS Electric, Inc.
Typical Bill Comparison

Present and Proposed Rates
Test Year Ended December 31, 2008

Schedule H~4
Page 3 of 6

Small General Service
Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, all additional kWh
Base Power Supply Charge, all kWhs
PPFAC

Present
$12.00

$0.022449
80.032483
$0.075738
50.014746

Proposed
$12.50

$0.038311
50.048325
$0.066778
$0.000000

I
I
I
I
I
I
I
I
I

Average Sales per Month
50

Total Bill
Present Rate

$17.65

Total Bill
Proposed Rate

$17.75

Proposed
lnerease

s
$0.11

Proposed
Increase

%
0.61%

100

250

500

1 ,000

2,000

3.500

5,000

10,000

30,000

50,000

$23.29

$40.23

$89.47

$130.94

$253.89

$438.31

$622.73

$1237.48

$3,696.40

$6,155.34

$23.01

$38.77

$66.05

$123.60

$238.70

$411 .35

$584.01

$1 .159.52

$3,461 .58

$5163.63

($0.28)

($1 .46)

($3.42)

($7.34)

($15.19)

($26.96)

(53812)

($77.94)

($234.83)

($391.72)

-122%

-3.63%

4.93%

-5.61%

-5.98%

-8.15%

-6.22%

-6.30%

-6.35%

-6.36%

Large General Service Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$1550
$1011

$0.003254
$0.067062
$0.014746

Proposed
$16.00
$15.05

$0_004354
$0.059129
$0.000000

Assumes
LoadFactor : 55.0%

Average Sales per Month
5,000

Total Bill
Present Rate

$574.18

Total Bill
Proposed Rate

$520.90

Proposed
Increase

$
($53.29)

Proposed
Increase

%
-9.28%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

600,000

$1 .132.57

$2,808.92

$5,602.35

$11 ,189.20

$22.362.59

$33,536.59

$44.710.29

$55,883.98

$57,057.58

$1 .025.l/9

$2,540.48

$5,064.97

$10,113.94

$20.211 ,87

$30.309.81

$40,407.74

$50,505.68

$60.603.61

($107.08)

($268.44)

($537.38)

($1,075.26)

(so, 151 .02)

($3,226.78)

($4.302.55)

($5.378.31 )

($6,454.07)

-9.45%

-9.56%

-9.59%

-9.61 %

-9.62%

-9.62%

-9.62%

-9.62%

-9.62%



Black Mountain Generating Station UNS Electric, Inc.
Typical Bill Comparison

Present and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4
Page 4 of 6

Large General Service TOU
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$20.40
$10.71

$00003254
$0.067062
$00014746

Proposed
$20.90
$15.05

$0.004354
$0.059129
$0.000000

Assumes
Load Fader = 55.0%

Averaqe Sales per Month
5.000

Total Bill
Present Rate

$572.42

Total Bill
Proposed Rate

$516.42

Proposed
Increase

$
($55.99)

Proposed
Increase

%
-9.78%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

600,000

$1,124.43

$2,7a0.48

$5,540.56

$11,060.72

$22,101.04

$33,141.37

$44,181.69

$55,222.01

566,262.33

$1,011.95

$2,498.51

$4_978,13

$9,931.35

$19.841.80

$29,752.26

$39.es2.71

$49,573.15

559,483.61

($112.49)

($281.97)

($554,43)

($1,129.37)

($2,259.24)

($3,389.11 )

($4,518.9B)

($5_648.85)

($6,778.72)

-10.00%

-10. 14%

-10. 19%

-10.21 %

-10.22%

-10.23%

-10.23%

-10.23%

-10.23%

Assumes maximum peak period demand is 5% lower than maximum demand in non-peak period.

Large Power Service (<69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (k Wh)
Base Power Supply Charge, all kWhs
PPFAC

Present
$36500
$17.90

$0.000000
$0.0532e0
$0.014746

ProDosed
$372.00
$23.45

$0.000000
$0.046959
50.000000

Assumes
Load Factor = 65.0%

Averaqe Sales per Month
300,000

Total Bill
Present Rate

$32,081

TOtal Bill
Proposed Rate

$29,285

Proposed
Increase

s
($2,795)

Proposed
Increase

%
-8.71%

I
I
I
I

450,000

650,000

850,000

950,000

1,500,000

1,150,000

2,000,000

2,500,000

$47,989

$59,083

$90,225

$100,798

$158,944

$185,374

$211 ,804

$264_553

$43_742

$63,018

$82,293

$91,931

$144,939

$169,034

$193,123

$241,311

($4,197)

($6,0G5)

($7,933)

($8,867)

($14,005)

($16,340)

($18,6l/B)

($23,346)

-8.75%

-8.78%

-8.79%

-8.80%

-a.81%

-8.81 as

-8.82%

-8.82%

l l



Black Mountain Generating Station UNS Electric, Inc.
Typical Be Comparison

Present and Proposed Rates
Test Year Ended December 31, 2008

Schedule H~4
Page 5 of 6

Large Power Serviee (>69KV) Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, al! kWh
PPFAC

Present
$400.00
$11 _61

$0.000000
$0.053280
$0.014746

Proposed
$407.00
$17. 16

$0.000000
$0.046959
$0.000000

Assumes
Load Factor = 70.0%

Averaqe Sales per Month
300,000

Total Bill
Present Rate
527.617.85

Total Bill
Proposed Rate

$24,571 .62

Proposed
Increase

$
($3,046)

Proposed
Increase

%
-11 .03%

450,000

650,000

850,000

950,000

1 ,500,000

1 ,750,000

2,000,000

2,500.000

$41228.77

$59,372.00

$77,517.23

586,589.85

$136,489.23

$159,170.77

$181 ,852.31

$227,215.39

$36,653.93

$52,763.67

$68,873.42

$76,928.29

$121230.09

5141,367.28

$161 _s04.4e

$201,778.82

($4,573)

($6,608)

($8.644)

(59,662)

($15,259)

($17,803)

(520,M8)

($25,437)

-11.09%

-11.13%

.11.15%

-11.16%

-11.18%

-11.19%

-11.19%

-11_19%

Interruptible Power Service Delivery Charges

Customer Charge
Demand Charge, per kW
Energy Charge (kWh)
Base Power Supply Charge, all kwhs
PPFAC

Present

$15.50
$3.40

$0.014a00
$0.0s5491
$0_014746

Proposed

$16.00
$5.24

$0.019500
50.048927
$0.000000

50 Assumes
Load Factor = 55.0%

Averaqe Sales per Month
10,001

Total Bill
Present Rate

$950.65

Total Bill
Proposed Rate

$B30_78

Proposed
increase

$
($119.B7)

Proposed
Increase

%
-12.51 %

I
I
I

15,000

20,000

30,000

50,000

75,000

100,000

125,000

150,000

$1 ,41 B.08

$1 ,B85.60

$2,820.66

$4,690.76

$7,028.39

$9,356.02

$11 ,703.66

$14,041 .29

$1 ,238.04

$1 ,645.39

$2,460.08

$4,089.47

$8,126,20

$5,152.94

510.199.67

$12,236.40

($180.04)

(524022)

($3G0.58)

(5601 .29)

($902.19)

($1 ,203.09)

($1 ,503.99)

($1,804.85)

-12.70%

-12.74%

-12.78%

-12.82%

-12.84%

-12.85%

-1285%

~12.85%



Black Mountain Generating Station UNS Electric, Inc.
Typical Bill Comparison

Present and Proposed Rates
Test Year Ended December 31 , 2008

Schedule H~4
Page 6 of 6

Present
Overhead Service

$4.12
$8.26

Proposed

Proposed
Increase

$

Proposed
Increase

%
Lighting Dusk to Dawn Delivery Charges
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$4.54
$9.08

$0.41
$0.83

10.00%
10.00%

Existing Wood Pale
New 30' Wood Pole (Class 6)
New 30' Meta! or Fiberglass

Underground Service

$2.06
$6.20

$10.32

$ 2 2 7
$6.81

$11 .as

$0.21
$0.62
$1.o3

10.00%
10.00%
10.00%

Per Watt $0.046577 $0.051029 $0.0045 9.56%

Lighting Base Power Supply Charge, per Watt $0.007818 $0.00e89

PPFAC $0_014746 $0.000000

100 WaM - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$4.67
$8.79

$12.92

$5.79
$10.33
$14.87

$1.13
$1.54
$1.95

24.15%
17.51%
15.11%

100 WaM - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$6.73
$10.86
$14.98

$8.06
$12.61
$17.14

$1.33
$1.75
$2.16

19.81%
16.08%
14.41%

200 Watts . Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$9.32
$13.44
$17.57

$11 .58
$16.12
$20.87

$2.27
$2.68
$3.09

24.36%
19.95%
17.61 %

200 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$12.94
$17.07
$19.63

$13.85
$18.40
$22.93

$0.91
$1 .32
$3.30

7.04%
7.76%

16.81%

400 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$21.75
525,88
$30.02

$23.17
$27.70
$32.25

$1.41
$1.82
$2.24

5.48%
7.04%
7.45%

400 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$23.82
$27.95
$32.08

$25.44
$29.98
$34.52

$1 .62
$2.03
$2.44

6.79%
7.26%
7.61%

Ill ulullunlu IIIIIIIW in la in al m I ll



Black Mountain Generating Station UNS Electric, Inc
Bill Count by Rate Class

Test Period Ended December 31, 2008

Schedule H-5
Page 1 of 5

RESIDENTIAL SERVICE

Usage Range - kwhs
Lower Upper

I 0
5

10
15
20
25
30
35
40
45
50
55

100
150
200
250
300
350
400
450
500
550
600
650

700
750
800
850
900
950

1 ,000
1 ,200
1 ,400
1 ,600
1 ,800
2,000
3.000
4,000
5,000
6,000

Z 10,000

4
g

14
19
24
29
34
39
44
49

54
99

149
199
249
299
349
399
449
499
549
599
649
699
749
799
849
899
949
999

1,199
1,399
1 ,599
1,799
1,999
2,999
3,999
4,999

5,999
9,999

Number ofBills
23,272
2,839
4,707
2,820
3,842
2,091
3.402
1,901

3.370
1.866
3.328

22,937
27,371
27,750
29,020
29,812
30,980
31,2M
31 ,856
31,678
31,234
30,035
29,183
27,5M

26,191
24,847

23,463
22,008
20,538
19,466
65,831
51,339
39,421
29,879
22,573
51,726
11,881
2,747

772
440
26

kwhs
7,875

19,603
54,364
48,148
82,194
57,044

106,961
70,954

139,715
88,539

171,578
1,770,923
3,402,317
4,847,682
6,533,102
8,214,483

10,091 ,281
11,764,136
13,592,071
15,111 ,742
16,468,704
17,356,789
18,331 ,128
18,685,624

19,088,478
19,368,319
19,468,073
19,376,275
19,116,807
19,099,037
72,655,332
66,991 ,356
59,396,603
51 ,030,077
43,108,338

124,361,908
40,416,199
12,150,015
4,205,357
3,087,215

330,882

Bills
23,272
26.111
30,819
33,639
37,480
39,571
42,972
44,873
48,244
50,110
53,438
76,375

103,746
131,496
160,515
190,328
221 ,308
252,562
284,417
316,095
347,329
377,364
406,547
434,081

460,273
485,120
508,583
530,591
551,129
570,595
636,426
687,766
727,187
757,066
779,639
831,365
843,246
845,992
846,754
847,203
847,229

Cumulative Bills

Percent of Total

2.75%
3.08%
3.64%
3.97%
4.42%
4.67%

5.07%
5.30%
5.69%
5.91%
6.31%
9.01%

12.25%
15.52%
18.95%
22.46%
26. 12%
29.81%
33.57%
37.31 %
41 .00%
44.54%
47.99%
51 .24%

54.33%
57.25%
60.03%
62.63%
65.05%
67.35%
15. 12%
81 .18%
85.83%
89.36%
92.02%
98.13%
99.53%
99.85%
99.95%

100.00%
100.00%

Cumulative kWh
kWh Pement of Total
7,875 0.00%

27,477 0.00%
81,841 0.01%

129,989 0.02%
212,183 0.03%
269,227 0.04%
376,187 0.05%
447,142 0.06%
586,857 0.08%
675,396 0.09%
846,974 0.11 %

2,617,896 0.35%
6,020,213 0.81%

10,867,896 1.47%
17,400,998 2.35%
25,615,481 3.46%
35,706,762 4.82%
47,470,898 6.41 %
61 ,062,969 8.25%
76,174,711 10.29%
92,643,416 12.51%

110,000,205 14.86%
128,331,333 17.34%
147,016,957 19.86%
166,105,436 22.44%
185,473,755 25.05%
204,941 ,828 27.68%
224,318,103 30.30%
243,434,910 32.88%
262,533,947 35.46%
335,189,279 45.28%
402,180,636 54.33%
461 ,577,239 62.35%
512,607,316 69.25%
555,715,654 75.07%
680,077,561 91 .87%
720,493,760 97.33%
732,643,775 98.97%
736,849,132 99.54%
739,936,347 99.96%
740,267,229 100.00%

Average Customers
Average kWhs
Median kWhs

70,602
874
685



Black Mountain Generating Station UNS Electric, Inc

Bill Count by Rate Class

Test Period Ended December 31, 2008

Schedule H~5
Page 2 of 5

RESIDENTIAL SERVICE CARES

Usage Range - kwhs
Lower Upper

0
5

10
15
20
25
30
35
40
45
50
55
GO
65
70
75
80
85
90
95

100
150
200
250
300
350
400
450
500
550
600
700
800
900

1,000
2,000
3,000
4,000
5,000

2 6,000

4
g

14
19
24
29

34
39
44
49

54
59
64
69
74
79
84
89
94
99

149
199
249

299
349
399
449
499
549
599
699
799
899
999

1 ,999
2,999
3,999
4,999
5,999

Number of Bills
523
64

108
64
99
55

116
67

147
78

143
73

163
92

162
100
191
94

211
126

2,315
3,257
3.885
4,411
4,820
4,794
4,741
4,278
4,380
4,070
7,212
6,124
5,135
4,260

19,203
3,872

691
120
30
12

kWhs
170
444

1,159
1.064
2,090
1.453
3.499
2,436

5,882
3,583
7.150
4.114
9,771
6,043

11,285
7,576

15,169
8,022

18,789
12.022

283,094
556,337
850,613

1,181 ,304
1,524,276
1.751 ,657
1,963,181
1 ,982,255
2,232,640
2,282,951
4,567,093
4,475,333
4,258,373
3,948,300

25,724,488
8,987,384
2,273,600

511 ,894
160,017
84,588

Cumulative Bills
Bills Percentof Total
523 0.58%
586 0.65%
694 0.77%
758 0.84%
857 0.95%
912 1.01%

1,02a 1.14%
1,095 1.21 %
1,242 1.38%
1,319 1.46%
1,462 1.62%
1,535 1.70%
1,698 1.88%
1 ,790 1.98%
1,952 2.16%
2,053 2.27%
2,244 2.49%
2,338 2.59%
2,548 2.82%
2,675 2.96%
4,990 5.53%
8,246 9.14%

12,131 13.44%

16,542 18.33%
21,362 23.67%
26,156 28.98%
30,898 34.23%
35,176 38.97%
39,536 43.80%
43,605 48.31%
50,817 56.30%
56,942 63.08%
62,078 68.77%
66,338 73.49%
85,540 94.77%
89,413 99.05%
90,104 99.82%
90,223 99.95%
90,254 99.99%
90,266 100.00%

Cumulative kwhs
kwhs Percent of Total

170 0.00%
615 0.00%

1 ,774 0.00%
2,838 0.00%
4,928 0.01%
6,382 0.01 %
9,881 0.01%

12.317 0.02%
18,199 0.03%
21 ,782 0.03%
28,932 0.04%
33,046 0.05%
42,817 0.06%
48,860 0.07%
60,145 0.09%
67,721 0.10%
82,891 0.12%
90,912 0.13%

109,701 0.18%
121 ,724 0.17%
404,817 0.58%
961 ,154 1.38%

1,811 ,767 2.60%
2,993,071 4.29%
4,517,347 6.48%
6,269,003 8.99%
8,232,184 11.81%

10,214,439 14.65%
12,447,079 17,85%
14,730,029 21 .13%
19,297,122 27.68%
23,772,455 34.10%
28,030,828 40.20%
31 ,979,128 45.87%
57,703,616 82.76%
66,691 ,000 95.65%
68,964,600 98.91 %
69,476,494 99.65%
69,636,511 99.88%
69,721 ,100 100.00%

Average Customers
Average kwhs
Median kWhs

7,522
772
605

IH



Black Mountain Generating Station UNS Electric, Inc
Bill Count by Rate Class

Test Period Ended December 31, 2008

Schedule H~5

Page 3 of 5

SMALL GENERAL SERVICE

Usage Range - kWhs
Lower Upper

0 19
20 39
40 59
60 7g
80 go

100 199
200 299
800 399
400 499
500 599
600 699
700 799
800 899
900 999

1 ,000 1 I 199
1 ,200 1 ,399
1 ,400 1 ,599
1 ,600 1 ,999
2,000 2,999
3,000 3,999
4 , 000 4,999
5,000 9,999

10,000 19,999
220,000

Number of Bills
8,209
2,439
2,135
1,652

1,613
7,260
7,173
6,448
5,423
4,634
4 , 198
3,616
3,189
2,892
5,224
4 , 386
3,525
5,339
7,887
3,717
1,493

787
5 6
4 2

kwh$
29,969
70,452

103,999
114,747
143,564

1,082,109
1,795,240
2,251 ,457
2,440,028
2,553,356
2,728,457
2,714,699
2,715,174
2,756,281
5,750,988
5,710,379
5,297,622
9,586,114

19,315,557
12,861,438

6,635,207
4,740,977

730,998
1,297,585

Bills
8 ,209

10.647
12,783
14,435
16,048
23,308
30,481
36,929
42,353
46, 986
51,184
54,799
57,988
60,881
66,105
70,491
74,015
79,354
87,241
90,958
92,451
93,238
93,294
93,336

Cumulative Bills

Pement of Total
8 . 8%

11.4%
13.7%
15.5%
17.2%
25 . 0%
32. 7%
39. 6%
45 . 4%
50. 3%
54. 8%
58. 7%
so. 1 %
65. 2%
70 . 8%
75. 5%
79. 3%

85. 0%
93. 5%
97. 5%
99. 1%
99. 9%

100.0%

100.0%

kwh$
29,969

100,421
204,420
319,167
462,731

1,544,840
3,340,080
5,591 ,537
8,031,564

10,584,920
13,313,378
16,028,077
18,743,251
21 ,499,533
27,250,521
32,960,900
38,258,521
47,844,636
67,160,192
80,021 ,630
86,656,837
91 ,397,815
92,128,813
93,426,398

Cumulative kWh

Peuoent of Total

0 . 03%
0. 11%
0. 22%
0. 34%
0. 50%
1 .65%

3. 58%
5. 98%
8. 60%

11 .33%
14. 25%
17.16%
20. 05%
23 . 01%
29. 17%
35 . 28%
40 . 95%
51 .21 %
TI .89%
85. 65%
92. 75%
97. 83%
98 . 61%

100.00%

Average Customers

Average kWh

Median kWh

7,778

1 ,001

594



Black Mountain Generating Station UNS Electric, Inc
Bill Count by Rate Class

Test Period Ended December 31, 2008

Schedule H-5
Page 4 of 5

LARGE GENERAL SERVICE

Usage Range kwhs
Lower Upper

0 499
500 999

1 ,000 1 ,999
2,000 2,999
3,000 3,999
4,000 4,999
5,000 5,999
6,000 6,999
7,000 7,999
8,000 8,999
9,000 9,999

10,000 14,999
15,000 19,999
20,000 29,999
30,000 39,999
40,000 49,999
50,000 99,999

100,000 199,999
200,000 299,999
300,000 399,999

2 400,000

Number of Bills
836
378
830

1,322
1,878
2,032
1,813
1,587
1,268
1,107

933
2,781
1,670
1,936
1,153

616
1,129

569
210

55
19

kwhs
108,605
284,347

1,255,909
3,352,817
6,605,048
9,187,940
9,964,435

10,306,959
9,479,879
9,409,222
8,868,990

33,991,849
28,961,503
47,351 ,843
40,062,947
27,465,335
77,566,390
81 ,580,305
49,407,724
18,651 ,903

8,273,182

Cumulative Bills
Bills Percent of Total
836 3.5%

1,214 5.0%
2,044 8.5%
3,366 14.0%
5,244 21 .7%
7,276 30.2%
9,089 37.7%

10,676 44.3%
11,944 49.5%
13,051 54.1%
13,983 58.0%
16,764 69.5%
18,434 76.4%
20,370 84.5%
21 ,523 89.2%
22,139 91 .8%
23,268 96.5%
23,837 98.8%
24,047 99.7%
24,101 99.9%
24,120 100.0%

Cumulative kwhs
kW hs Percent of Total

108,605 0.02%
392,953 0.08%

1,648,861 0.34%
5,001 ,678 1 .04%

11,606,726 2.41%
20,794,666 4.31%
30,759,100 6.38%
41 ,066,060 8.52%
50,545,939 10.48%
59,955,160 12.44%
68,824,150 14.27%

102,815,999 21.33%
131,777,502 27.33%
179,129,345 37.15%
219,192,292 45.46%
246,657,627 51 .16%
324,224,017 67.25%
405,804,322 84.17%
455,212,046 94.42%
473,863,949 98.28%
482,137,131 100.00%

Average Customers
Average kwhs
Median kwhs

2,010
19,989
8.107

LARGE POWER SERVICE

Usage Range - kWhs
Lower Upper

0 499,999
500,000 999,999

1,000,000 1,499,999
1,500,000 1,999,999
2,000,000 2,499,999
2,500,000 2,999,999
3,000,000 3,499,999
3,500,000 3,999,999
4,000,000 4,499,999

Number of Bills
98
56
17
13
19
5
7
2

12

kwhs
18,816,017
34,864,431
21,349,054
21 ,668,117
38,694,776
12,359,608
21 ,428,971

7,982,889
45,786,029

Cumulative Bills
Bills Percent of Total
98 42.9%

154 67.3%
171 75.0%
184 80.6%
202 88.8%
207 90.8%
214 93.9%
216 94.9%
228 100.0%

kwhs
18,816,017
53,680,448
75,029,503
96,697,620

135,392,396
147,752,004
169,180,975
177,163,864
222,949,894

Cumulative kWhs
Pement of Total

8.44%
24.08%
33.65%
43.37%
60.73%
66.27%
75.88%
79.46%

100.00%

Average Customers
Average kwhs
Median kwhs

19
977,850
520,233



Black Mountain Generating Station UNS Electric, Inc
Bill Count by Rate Class

Test Period Ended December 31, 2008

Schedule H-5
Page 5 of s

INTERRUPTIBLE POWER SERVICE

Usage Range - kwhs
Lower Upper

0 99
100 egg

1 ,000 4,999
5,000 9,999

10,000 19,999
20,000 29,999
30,000 49,999
50,000 99,999

100,000 199,999
200,000 299,999
300,000 399,999

2 400,000

Number of Bills
31
30
30
32
48
30
38
54
51
32
25
7

kWhs
546

11,240
61,792

213,698
669,388
665,736

1,418,001
3,445,493
6,718,257
7,691 ,723
7,655,663
2,954,873

Cumulative Bills
Bills Percent of Total

31 7.6%

61 14.9%

90 22. 1 %

123 30. 1 %

171 41 .9%

200 49.1 %

239 58.5%

292 71 .6%

343 84. 1 %

376 92.0%

401 98.3%

408 100.0%

Cumulative kwhs
kwhs Percent of Total

546 0.00%
11 ,786 0.04%
73,578 0.23%

287,275 0.91 %
956,664 3.04%

1,622,400 5.15%
3,040,401 9.65%
6,485,895 20.59%

13,204,151 41.91%
20,895,874 66.32%
28,551 ,537 90.62%
31 ,506,409 100.00%

Average Customers
Average kWhs
Median kWhs

34
77,222
29,053

LIGHTING DUSK TO DAWN

Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal of Fiberglass

Overhead Services
39,277
8,579
2,821

Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

Underground Services
1 , 145

810
8,013

TOTAL UNITS 60,645
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COMMISSIONERS
KRISTIN K. MAYES - CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

5-.Z CORP c0H~e?3;3§
DOCKET CONTROL

IN THE MATTER OF THE APPLICATION OF
UNS ELECTRIC, INC. FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
THE PROPERTIES OF UNS ELECTRIC, INC.
DEVOTED TO ITS OPERATIONS
THROUGHOUT THE STATE OF ARIZONA.

) DOCKET NO. E-04204A-09-0206
)
)
)
)
)
)
)
)
)

NOTICE OF ERRATA

By
Michael W. Patten
ROSHKA DEWULF & PATTEN, PLC.
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

6

7

8

9

10

11

12 .

13 UNS Electric, Inc., through undersigned counsel, hereby files a Notice of Errata regarding

14 Schedules H-3 and H-4 submitted with the Application in this docket. The attached revised

15 Schedules H-3 and H-4 now reflect the current time of use ("TOU") rates and the current lighting

16 rates to three decimal places instead of two and replace Schedules H-3 and H-4 that were filed

17 with the Application on April 30,2009.

18 RESPECTFULLY SUBMITTED this ZN +4 day of May 2009.

19 UNS Electric, Inc.

20

21

22

23

24

25

26

27

and

Philip J. Dion
Michelle Livengood
UniSource Energy Services
One South Church Avenue
Tucson, Arizona 85701

1
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Original and in copies of the foregoing
filed this / 6 day of May 2009, with:

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copy of th foregoing hand-delivered
this p 7 6 ' : day of May 2009, to:

1

2

3

4

5

6

7

8

9

10

11

12

Lyn A. Farmer, Esq.
Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Janice M. Alward, Esq.
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

13

14

15

16

17

18

19

20

21

Ernest Johnson, Esq.
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

22

23

24

25

26

27

2



1

Q

/

1'
I

5

f
44

Q

SCHEDULE
H-3



4

1

n

w

/
/

UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3 . CORRECTED
Page 1 of a

increase

Present Rate Proposed Rate $ %

Residential Service
Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, all additional kwhs
Base Power Supply Charge, all kWhs

PPFAC

$7.50
$0.011255
$0.0212e9
$0.077993

$0.01474e

$a.00
$0.020070
$0.030084
$0.074812

$0.000000

$0.50
$0.008815
$0.00BB15

-$0.003181

.$0_014746

6.67%
78.32%
41 .45%
-4.08%

-100.00%

Residential Service CARES
Customer Charge
Energy Charge 1 st400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWhs
PPFAC

$7.50
$0.011255
$0.021209
$0.077993
$0.014746

$3.50
$0.011255
$0.021269
$0.071860
$0.000000

-$4.00
$0.000000
$0.000000

-$0.0063as
-$0.014746

-53.33%
0,00%
0.00%
-8.12%

-100.00%

Residential Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0. 102086 $0. 159138

Summer Shoulder $0.077993 $0.074812

Summer off-peak $0.072092 $0,054158

$0_057052

-$0.003181

-$0,017934

55.89%

-4.08%

-24.88%

Winter on-peak

Winter off-peak

$0,102086

$0.068588

$0.159138

$0.041894

$0.05'/052

.$0.026694

55.89%

-38.92%

Small General Service

Customer Charge

Energy Charge 1st400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWhs
PPFAC

$12.00

$0.022449
$0.0324es
$0.075738
$0.014746

$12.50

$0.032440
$0.042454
$0.072649
$0,000000

$0.50

$00009991
$0.009991

-$0.003089
-$0.014746

4. 17%

44.50%
3O,78%
-4.08%

-100.00%

Small General Service Time of Use Rates, all kWh

(These rates would include all Delivery charges above and replace The Base

Summer on-peak

Summer Shoulder

Summer off-peak

Power Supply charge)

$0.097108

$0.075738

$0.067108

$0.13675Q

$0.072649

$0.046759

$0.039651

_$0.003089

-$0.020349

40.83%

-4.08%

-30,32%

Winter on-peak

Winter off-peak

$0.097108

$0.064ae8

$0.13G759

$0.03853Q

$0.039651

-$0.025829

40.83%

-40. 13%
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~ UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December31, 2008

Schedule H-3 . CORRECTED
Page 2 of 3

Large General Service

Customer Charge

Demand Charge, per kW

Energy Charge (kWh)

Base Power Supply Charge, all kWhs
PPFAC

$15.50

$10.71

$0.003254

$0.0B7062
$0.014746

$16.00

$13.35

$0.004254

$0.064326
$0.000000

$0.50

$2.e4a01 a

$0.001000

-$0.002736
-$0.014745

323%

24.68%

30.73%

-4.08%
-100.00%

Large General Service Tou
Customer Charge
Demand Charge, per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kWh
PPFAC

$20.40
$10.71

30.D03254
$0.0670B2
$0.01474e

$2090
$13.35

$0004254
$0.064326
$0.000000

$0.50
$2.e4a018
$0.001000

-$0.002736
-$0.01474e

2.45%
24.68%
30.73%
-4.08%

-100.00%

Large General Service Time of Use Rates, all kwhs

(These rates would include all Delivery charges above and replace The Base Power Supply chart

Summer on-peak $0.089B20

Summer Shoulder $0.0e70e2

Summer off-peak $0.059820

e)
$0. 121221

$0.05432S

$0.046221

$0.031401

-50.002738

-$0.013599

34.96%

-4.08%

-22.73%

Winter on-peak

Winter off-peak

$0.08/9820

$0.054333

$0.121221

$0.032503

$0.031401

_$0,021830

34.96%

-40. 1 B%

Large Power Servlce (<69KV)

Customer Charge

Demand Charge, per kW

Energy Charge (kWh)
Base Power Supply Charge, all kwhs
PPFAC

$365.00

$17.90
$0.000000
$0.053280
$0014746

$372.00

$21 .22
($0.0000D0)
$0.051087
$0.000000

$7.00

$3.326211

$0.000000
-$0.002173
-$0.014746

1.92%

18.59%

0.00%
-4.08%

-100.00%

Large Power Service (>69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kWh
PPFAC

$400.00
$11 .61

$0.000000
$0.053260
$0.014748

$407.00
$14.93

($0.000000)
$0.0510B7
$0.000000

$7.00
$3.320254
$0.000000

-$0,0D2173
-$0.01474e

1.75%
0.00%
0.00%
-4.08%

100.00%

Large Power Service Time of Use Rates, all kwhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0.077240

Summer Shoulder $0.053260

Summer off-peak $0.047240

$0.099047

$0.051087

$0.039047

$0.021807

-$0.002173

-$0.008193

28,23%

-4.08%

-17.34%

Winter on-peak

Winter off-peak

$0,077240

$0.0412sa

$0.099047

$0.027033

$0.021807

~$0.014200

28.23%

-34,44%
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'u UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3 . CORRECTED
Page 3 of 3

Interruptible Power Service

Customer Charge

Demand Charge, per kW
Energy Charge (kWh)
Base Power Supply Charge, all kWh
PPFAC

$15.50

$3.40

$0.014800
$0.055491
$0.01474e

$16.00

$4.66

$0.017100
$0.053227
$0.000000

$0.50

$126

$000
$0.00
-$0.01

3.23%

37.17%

15.54%
-4.08%

-100.00%

Interruptible Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply chart

Summer on-peak $0.0798as

Summer Shoulder $0.055491

Summer off-peak $0.049B33

e)
$0.101911

$0.053227

$0041911

$0.022078

-$0.002264

-$0.007922

27.56%

-4.08%

-15.90%

Winter on-peak

Winter off-peak

$0.079ass

$0.042267

$0.101911

$0.026779

$0_022078

-$0.015488

27.66%

-36.64%

Lighting Dusk to Dawn
New 30' Wood Pole (Class 6) - Overhead
New 30' Metal or Fiberglass - Overhead
Existing Wood Pole - Underground
New so' Wood Pole (Class 6) - Underground
New 30' Metal or Fiberglass - Underground
Wattage, per Watt
Lighting Base Power Supply Charge, per Watt
PPFAC Charge, per kph

$4.123
$8.257
$2.082
$6.195

$10.318
$0.045577
$0,007818
$0.01474e

$4.535
$9.083
$2.268
$5.815

$11 .350
$0.050422
$().00749g
$0.oooooo

$0.41
$0.83
$0.21
$0.62
$1 .03

$0.003845
$0.00

-$0.01

10.00%
10.00%
10.00%
10.00%
10.00%
8.28%

100.00%
-100.00%
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UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4 . CORRECTED
Page 1 of 6

Residential Service
Customer Charge
Energy Charge 1st400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWh
PPFAC

Present
$7.50

$0.011255
$0.021269
$0.077993
$0.014746

Proposed
$8,00

$0.020070
$0.030084
$0.074812
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$e,00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

50

100

200

400

600

800

1,000

2,000

2,500

s,000

10,000

$12.70

$17.90

$28.30

$49.10

$71 .90

$94.70

$117.50

$231 .51

$288.51

$573.53

$1 ,143.57

$12.14

$17.49

$26.98

$4595

$66.93

$87.91

$108.89

$213.79

$266.23

$528.47

$1 ,052.95

$0.04

($0.41)

($1 .32)

($3.14)

($4.97)

($6.79)

($8.61)

($17.72)

($22.28)

($45.06)

($90.62)

0.35%

-2.a0%

-4.e7%

-6.40%

-5.91 sf.

-1.11%

-7.33%

-7.66%

-7.12%

-7.86%

-7.92%

Residential Service CARES
Customer Charge
Energy Charge 1st400 kWh
Energy Charge, all additional kWh
Base Power Supply Charge, all kWhs
PPFAC

Present
$7.50

$0.011255
$0.0212e9
$0.077993
$0.0147/6

Pl'ODOS€d
$3.50

$0.011255
$0.0212e9
$0.071660
$0.000000

Discounts:
0-300 kph
301-600 kph
601 -1000 kph
1001+ kph

30.0%
20.0%
10.0° /,
$8.00

Average Sales per Month
0

Total Bill
Present Rate

$5.25

Total Bill
Proposed Rate

$2.45

Proposed
Increase

$
($2.80)

Proposed
Increase

%
-53.33%

1

50

100

200

400

600

800

1,000

2,000

2,500

5,000

10,000

$8.89

$12.53

$19.81

$39.28

$57.52

$8523

$105.75

$223.51

$280.51

$565.53

$1 ,135.57

$5.35

$8.25

$14.08

$29.33

$44.20

$66.45

$8318

$177.35

$223.82

$456.14

$920.78

($3.54)

($4.28)

($5.75)

($9.95)

($13.32)

($18.78)

($22.57)

($46.16)

($56.70)

($109.39)

($214.79)

-39.79%

-34.12%

-29.03%

-25.32%

-23.15%

-22.03%

-21 .34%

-20.65%

-20.21%

-19.34%

-18.91 %
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\ UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4 . CORRECTED
Page 2 of 6

Present
$7.so

$0.011255
$0.0212G9

Proposed
$8.00

$0.020070
$0.030084

Assume:
On Peak Usage:
Shoulder-peak Usage:

Off-Peak Usage:

16.6%
15.4%
67.9%

Residential Service Time-of-Use Summer
Customer Charge
Energy Charge 1st400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge

On-Peak, all kWhs
Shoulder-Peak, all kWh
Off-peak, all kWh

PPFAC

$0. 102085
$0_077993
$0.072092
$0_014746

$0. 159138
$0.074812
$0.05415a
$0.000000

Average Sales per Month
0

TotalBill
PresentRats

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$050

Proposed
Increase

%
B,67%

50 0.35%

100 -2.30%

200 -4.67%

400 -6.40%

600

800

-6.91%

-7.17%

-7.33%

-7.66%

-7.72%

-7,ae%

1 ,000

2,000

2,500

5,000

10,000

$12.70

$17.90

$28.30

$49.10

$11 .90

$94.70

$11750

$231 .51

$288.52

$573.54

$1 ,143.5B

$12.74

$17.49

$26.98

$45.95

$56.93

$87.91

$108.89

$21319

$26524

$528_4B

$1 ,052.9G

$0.04

($0.41)

($1.32)

($3.14)

($4.97)

($6.79)

($8.61)

($17.72)

($22.2B)

($45,06)

($90.61 ) -7.92%

Assume:
On Peak Usage: 28.1%

Present
$7.50

$0.011255
$0.0212s9

Proposed
$8.00

$0.020070
$0.030084 Off-Peak Usage: 71 .9%

Residential Service Time-of-Use Winter
Customer Charge
Energy Charge 1st400 kWhs
EnergyCharge, all additional kWh
Base PowerSupply Charge

On-Peak, all kWhs
Shoulder-Peak, all kWhs
Off-Peak, all kWh

PPFAC

$0.1020B8 $0.15913a

$0.06858B
$0.014748

$0.041894
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

50 0.35%

100 -2.30%

200 -4.67%

400 -6.41%

600 -6.91%

-7.17%800

-733%

-7.66%

-7.72%

-7.86%

1 ,000

2,000

2,500

5,000

10,000

$12.70

$17.90

$2a.30

$49.10

$71.90

$94.70

$117.50

$231.51

$288.51

$573.53

$1 ,143.57

$12.74

$17.49

$25.98

$45.95

$66.93

$87.91

$108.89

$213.78

$266.23

$528.46

$1 ,052.92

$0.04

($0.41)

($1.32)

($3.15)

($4.97)

($6.79)

($8.61)

($17.73)

($22.29)

($45.07)

($90.64) -7.93%
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UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule HE . CORRECTED
Page 3 of 6

Small General Service
Customer Charge
Energy Charge 1st400 kW hs
Energy Charge. all additional kWhs
Base Power Supply Charge, all kWh
PPFAC

Present
$12.00

$0.022449
$0.0324e3
$0.07573B
$0.014746

Proposed
$12.50

$0.032440
$0.042454
$0.072649
$0.000000

Average Sales per Month
50

Total Bill
Present Rate

$17.65

Total Bill
Proposed Rate

$11.75

Proposed
Increase

$
$0.11

Proposed
Increase

%
0.61%

100

250

500

1 ,000

2,000

3,500

5,000

10,000

30,000

50,000

$23.29

$40.23

$69.47

$130_94

$253.89

$438.31

$622.73

$1 ,237.46

$3,696.40

$6,155.34

$23.01

$38.77

$66.05

$123.60

$238.70

$411 .35

$584.01

$1 ,159.52

$3,461 .so

$5,763.63

($0.28)

($1 .46)

($3.42)

($7.34)

($15. 1 al

($26.96)

($38.72)

($77.94)

($234.83)

($391 .72)

-1 .2296

-3.63%

4.93%

-5.61 %

-5.98%

-6.15%

-6.22%

-6.30%

-6.35%

-6.36%

Large General Service Delivery Charges
Customer Charge
Demand Charge, per kW
EnergyCharge (kWhs)
Base Power Supply Charge, allkWhs
PPFAC

Present
$15.50
$10.71

$0.003254
$0.0el/062
$0.014746

ProDosed
$16.00
$13.35

$0.004254
$0.0e4a2e
$0,000000

Assumes
Load Factor = 55.0%

Average Sales per Month
5,000

Total Bill
Present Rate

$574.18

Total Bill
Proposed Rate

$525.19

Proposed
Increase

$
($49.00)

Proposed
Increase

%
-8.53%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

600,000

$1 .132.87

$2.808,92

$5,602.35

$11 .189.20

$22,362.89

$33,536.59

$44,710.29

$55,883.98

$67,057.68

$1 ,034.3B

$2,561 .95

$5,107.89

$10,199.78

$20,383.57

$30,567.35

$40,751.13

$50,934.91

$61 ,118.70

($98.49)

($246.9B)

($494.46)

($989.41)

($1 ,979.33)

($2,969.24)

($3,959.1S)

($4,949.07)

($5,938.98)

-8.69%

-8.79%

-8.83%

-a.84%

-8.85%

-8.85%

-8.86%

-8.85%

-8.86%
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UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4 . CORRECTED
Page 4 of 6

Large General Service TOU
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$20.40
$10.71

$0.003254
$0.0e70e2
$0.014746

PfoDos8d
$20.90
$13.35

$0.004254
$0.064a2e
$0.000000

Assumes
Load Factor = 55.0%

Average Sales per Month
5,000

Total Bill
Present Rate

$572.42

Total Bill
Proposed Rate

$521.77

Proposed
Increase

$
($50.54)

Proposed
Increase

%
-8.85%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

600,000

$1 ,124.43

$2,780.48

$5,540.56

$11 ,060.72

$22,101 .04

$33,141.37

$44, 181 .es

$55,222.01

$66,262.33

$1,022.65

$2,525.21

$5,029.65

$10,038.39

$20,055.89

$30,073.38

$40,090.87

$50,105.37

$60,125.86

peak period.

($101 .78)

($255.21 )

($510,91 )

($1,022.33)

($2,045.16)

($3,0G7.98)

($4,090.81 )

($5,113.64)

($6,136.47)

-9.05%

-9.18%

-9.22%

-9.24%

-9.25%

-9.26%

-9.26%

-9.26%

-9.26%

Assumes maximum peak period demand is 5% lower than maximum demand in non-

Large Power Service (<69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kWh)
Base Power Supply Charge, all kWh
PPFAC

Present
$365000
$17.90

$0.000000
$0.053260
$0.D14746

Proposed
$372.00
$21 .22

($0.000000)
$0.051087
$0.000000

Assumes
Load Factor = 65.0%

Average Sales per Month
300,000

Total Bill
Present Rate

$32,081

Total Bill
Proposed Rate

$29,115

Proposed
Increase

$
($2,966)

Proposed
Increase

%
-9.24%

450,000

550,000

850,000

950,000

1 ,500,000

1 ,750,000

2,000,000

2,500,000

$47,939

$69,083

$90,226

$100,798

$158,944

$185,374

$211 ,804

$264,663

$43,487

$62,649

$81 ,811

$91 ,392

$144,087

$168,040

$191 ,993

$239,898

($4,452)

($6,434)

($8,415)

($9,407)

($14,857)

($17,334)

($19,811 )

($24.766)

-9.29%

-9.31 %

-9.aa%

-9.33%

-9.35%

-9.35%

-9.35%

-9.35%
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u UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
TestYear Ended December 31, 2008

Schedule H-4 . CORRECTED
Page 5 of 6

Large Power Service (>69KV) Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$400.00
$11 .61

$0.000000
$0.05325D
$0.0147/6

Proposed
$407.00
$14.93

($0.000000)
$0.0510a7
$0,000000

Assumes
Load Factor = 70.0%

Average Sales per Month
300,000

TotalBill
Present Rate
$27,617.85

Total Bill
Proposed Rate

$24,498.42

Proposed
Increase

s
($3.119)

Proposed
Increase

%
-1129%

450,000

650,000

850,000

950,000

1 ,500,000

1 ,750,000

2,000,000

2,500,000

$411228.77

$59,372.00

$77,517.23

$86,589.85

$136,489,23

$159,170.77

$181 ,852.31

$227,215.39

$38,544.12

$52,605.07

$58,665.01

$76,896.48

$120,864.08

$140,940.26

$151 .015.44

$201 ,158.80

($4,683)

($6,767)

($8,851 )

($9,893)

($15,625)

($18,231)

($20,836)

($25,047)

-11 .36%

-11 .40%

-11 .42%

-11 .43%

-11 .45%

-11 .45%

-11 .46%

-11 .48%

Interruptible Power Service Delivery Charges

Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kwhs
PPFAC

Present

$15.50
$3.40

$0.0148D0
$0.055491
$0.014746

Proposed

$16.00
$4,66

$0.017100
$0.053227
$00000000

50 Assumes
Load Factor = 55.0%

Average Sales per Month
10,001

Total Bill
Present Rate

$950.65

Total Bill
Proposed Rate

$835.51

Proposed
Increase

$
($115. 14)

Proposed
Increase

%
-12.11 %

15,000

20,000

30,000

50,000

75,000

100,000

125,000

150,000

$1_41B.[)8

$1 ,885.60

$2,820.66

$4,690.76

$7,028.39

$9,366.02

$11 J035s8

$14,041 .29

$1 .245.14

$1,654.85

$2,474.28

s4,113.13

$6,161 .10

$5,210.25

$10,258.83

$12,307.39

($172.94)

($230,75)

($346.3B)

($577.63)

($B6B.70)

($1 ,15516>

($1 ,444.831

($1 ,733.89)

-12.20%

-12.24%

-12.28%

-12.31 %

-12.33%

-12.34%

-12.35%

-12.35%
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UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Sehedule H~4 - CORRECTED
Page 6 of 6

Proposed

Proposed
Increase

$

Proposed
Increase

%

Lighting Dusk to Dawn Delivery Charges
New so' Wood Pole (Class 6)
New so' Metal or Fiberglass

Present
Overhead Service

$4.12
$8.26

$4.54
$9.0a

$0.41
$0.83

10.00%
10.00%

Existing Wood Pole
New 30' Wood Pole (Class 6)
New to' Metal or Fiberglass

Underground Service
$2.06
$6.20
$10.32

$2.27
$6.81
$11.35

$0.21
$0.62
$1.03

10.00%
10.00%
10.00%

Per Watt $0.046577 $0.050422 $0.0038 8.25%

Lighting Base Power Supply Charge, per Watt $0.007818 $0.00750

PPFAC $0.014746 $0.000000

100 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$4.67
$a.79
$12.92

$5.79
$10.33
$14.87

$1.13
$1.54
$1.95

24.15%
17.51%
15.11%

100 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$6.73
$10.86
$14.98

$a.0e
$12.61
$17,14

$1.33
$1 .75
$246

19.81%
16.08%
14.41%

200 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$9.32
$13.44
$17.57

$11.58
$16.12
$20.67

$2.27
$2.88
$3.09

24.36%
19.95%
17.61%

200 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$12.94
$17.07
$19.63

$13.85
$18.40
$22.93

$0.91
$1 .32
$3.30

7.04%
7.76%
16_81%

400 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$21 .76
$25.88
$30.02

$23.17
$27.70
$32.25

$1 .41
$1.82
$224

6.48%
7.04%
1.45%

400 Watts Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$23.82
$27.95
$32.08

$25.44
$29.98
$34.52

$1 _Hz
$2.03
$2.44

6.79%
7.26%
7.61%
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1

2

3

4

5

COMMISSIONERS
KRISTIN K. MAYES .. CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

CORP COt€?"¥¥33<;2
DOCKET CONTROL

2:3

6

7

8

9

10

IN THE MATTER OF THE APPLICATION OF
UNS ELECTRIC, INC. FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
THE PROPERTIES OF UNS ELECTRIC, INC.
DEVOTED TO ITS OPERATIONS
THROUGHOUT THE STATE OF ARIZONA.

) DOCKET NO. E-04204A-09-0206
)
)
)
)
)
)
)
)
)

NOTICE OF ERRATA

UNS Electric, Inc.

By
Michael W. Patten
ROSHKA DEWULF & PATTEN, PLC.
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

11

12

13 UNS Electric, Inc., through undersigned counsel, hereby files a Notice of Errata regarding

14 Schedules H-3 and H-4 submitted with the Application in this docket. The attached revised

15 Schedules H~3 and H-4 now reflect the current time of use ("TOU") rates and the current lighting

16 rates to three decimal places instead of two and replace Schedules H-3 and H-4 that were tiled

17 with the Application on April 30, 2009.

18 RESPECTFULLY SUBMITTED this ZN M day of May 2009.

19

20

21

22

23

24

25

26

27

and

Philip J. Dion
Michelle Livengood
UniSource Energy Services
One South Church Avenue
Tucson, Arizona 85701

1
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Original and in copies of the foregoing
filed this with:, 76 (gay of May 2009,

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copy of th foregoing hand-delivered
this p? é day of May 2009, to:

1

2

3

4

5

6

7

8

9

10

11

12

Lyn A. Farmer, Esq.
Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Janice M. Alward, Esq.
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

13

14

15

16

17

Ernest Johnson, Esq.
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

18

19

20

21

22

23

24

25

26

27

2
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'4 UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3 - CORRECTED
Page 1 of 3

Increase

Present Rate Proposed Rate $ %

Residential Service
Customer Charge
Energy Charge 1st400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWhs

PPFAC

$7.50
$0.011255
$0.02125Q
$0.077993

$0.01474G

$a.00
$0.020070
$0.0300B4
$0,074812

$0.000000

$0.50
$0.008815
$0.008s15
-$0.00a1s1

-$0.014746

6.87%
78.32%
41 .45%
-4.08%

-100.00%

Residential Service CARES
Customer Charge
Energy Charge 1st400 kWh
Energy Charge, all additional kwhs
Base Power Supply Charge, all kwhs
PPFAC

$7.50
$0.011255
$0.021269
$0.077993
$0.01474e

$3.50
$0.011255
$0.021269
$0.071660
$0.000000

-$4.00
$0.000000
$0.000000

-$0.006333
-$0.014746

-53.33%
000%
0.00%

-8.12%
-100.00%

Residential Time of Use Rates, all kwhs

(These rates would include all Delivery charges above and replace The Base Power Supply chart

Summer on-peak $0. 102086

Summer Shoulder $0.077993

Summer off-peak $0.072092

e)
$0.159138

$0.074812

$0.054158

$0.057052

-$0.003181

-$0.017934

55.89%

-4.0a%

-24.88%

Winter on-peak

Winter off-peak

$0. 1020BG

$0.068588

$0.15Q138

$0.041894

$0.057052

-$0.026694

55.89%

-38.92%

Small General Service

Customer Charge

Energy Charge 1st 400 kwhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kwhs
PPFAC

$12.00

$0.02244Q
$0.032463
$0.075738
$0.014746

$12.50

$0.032440
$0.042454
$0.072649
$0.000000

$0.50

$0.009991
$0.009991

-$0.003089
-$0.014746

4.17%

44.50%
30.78%
-4_08%

-100.00%

Small General Service Time of Use Rates, all kwhs

(These rates would include all Delivery charges above and replace The Base Power Supply chart

Summer on-peak $0.097108

Summer Shoulder $0.075788

Summer off-peak $0.06710a

e)
$0. 136759

$0.072649

$0.04G759

$0.039651

-$0.003089

-$0.020349

40.83%

-4.08%

-30.32%

Winter on-peak

Winter off-peak

$0.097108

$0.0643G8

$0. 136759

$0.038539

$0.039651

-$0.025829

40.83%

-40. 13%
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*u UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3 . CORRECTED
Page 2 of 3

Lar e General Service

Customer Charge

Demand Charge, per kW

Energy Charge (kWhs)
Base Power Supply Charge, all kwhs
PPFAC

$15.50

$10.71

$0.003254

$0.0s70s2
$00014746

$18.00

$13.35

$0.004254

$o.0e4s2e
$0.000000

$0.50

$2_G4301 a

$0.001000

-$0.002736
-$0.014746

3.23%

24.68%

30,73%

-4.08%
-100.00%

Large General Service TOU
Customer Charge
Demand Charge, per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kwhs
PPFAC

$20.40
$10.71

$0.003254
$0.067062
$0.01474e

$20.90
$13.35

$0.004254
$0.064325
$0.000000

$0.50
$2.643018
$0.001000
-$0.0027se
-$0.014746

2.45%
24_6B%
30.73%
-4.0a%

-100.00%

Large General Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply chart

Summer on-peak $0.089B20

Summer Shoulder $0,0e70e2

Summer off-peak $0.059820

Q)
$0. 121221

$0.064825

$0.048221

$0.031401

-$0.00273e

-$0.013599

34.96%

-4.08%

~22.73%

Winter on-peak

Winter off-peak

$0.08QB20

$0.054333

$0.121221

$00032503

$0031401

-$0.021830

34.96%

~40,18%

Large Power Service (<69KV)

Customer Charge

Demand Charge, per kW

Energy Charge (kWhs)
Base Power Supply Charge, all kWh
PPFAC

$355.00

$17.90
$0.000000
$0.053280
$0.014746

$372.00

$21 ,22
($0.000000)
$0.0510B7
$00000000

$7.00

$3326211

$0.000000
-$0.002173
-$0.014'/'46

1.92%

18.59%

0.00%
-4.0B%

-100.00%

Large Power Service (>69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kWhs
PPFAC

$400.00
$11 .61

$0.000000
$0.0532B0
$0.014746

$407.00
$14.93

($0.000000)
$0.051087
$0.000000

$7.00
$3.320254
$0.000000

~$0.002173
-$0.01474e

1.75%
0.00%
0.00%

-4.08%
100.00%

Large Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base

Summer on-peak

Summer Shoulder

Summer off-peak

Power Supply charge)

$00077240 $0.099047

$0.05s2e0 $0.0510B7

$0.04'/240 $0.039047

$0.021807

-$0.00217a

-$0.008193

28.23%

-4.08%

-17.34%

"I

Q

Winter on-peak

Winter off-peak

I

$0.077240

$0.0412aa

$0.099047

$0.027033

$0.021807

-$0.014200

28.23%

-34.44%
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UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3 . CORRECTED
Page 3 of 3

interruptible Power Service

Customer Charge

Demand Charge, per kW

Energy Charge (kWh)
Base Power Supply Charge, all kWhs
PPFAC

$1550

$3.40

$0.014e00
$0.055491
$0.01474e

$16.00

$4.66

$0.017100
$0.05a227
$0.000000

$0.50

$126

$0.00
$0.00

-$0.01

3.23%

37. 17%

15.54%
-4_08%

-100.00%

Interruptible Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0.079833 $0.101911

Summer Shoulder $0.055491 $0.053227

Summer off-peak $0.049B33 $0.041911

$0.02207B

-$0.002264

-$0.007Q22

27,56%

-4.08%

-15.90%

Winter on-peak

Winter off-peak

$0.079833

$000422B7

$0101911

$0.D26779

$0.022078

-$0.015488

27.66%

-36.64%

Lighting Dusk to Dawn
New 30` Wood Pole (Class 6) - Overhead
New to' Metal or Fiberglass - Overhead
Existing Wood Pole - Underground
New 30' Wood Pole (Class 6) - Underground
New to' Metal or Fiberglass - Underground
Wattage, per Watt
Lighting Base Power Supply Charge, per Watt
PPFAC Charge, per kph

$4. 123
$8,257
$2,082
$e. 195

$10.318
$0.048577
$0.007818
$0.01474s

$4,535
$9.083
$2,268
$5.815

$11 .350
$0.050422
$0.00749g
$0.oooooo

$041
$0.83
$0.21
$0.02
$1 .03

$0.003a45
$0.00

-$0.01

10,00%
10.00%
10.00%
10.00%
10.00%
8.25%

100.00%
-100.00%
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UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31 , 2008

Schedule H-4 . CORRECTED
Page 1 of 6

Residential Service
Customer Charge
Energy Charge 1st400 kWh
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWhs
PPFAC

Present
$7.50

$0.011255
500021269
$0.077993
$0.014746

Proposed
$8.00

$0.02007D
$0.0300e4
$0.074812
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

50

100

200

400

600

800

1,000

2,000

2,500

5,000

10,000

$12.70

$17.90

$28.30

$49.10

$71.90

$94.70

$11750

$231 .51

$288.51

$573.53

$1.143.57

$12.74

$17.49

$28.98

$45.95

$66.93

$87.91

$108.89

$213.79

$266.23

$528,47

$1 ,052.95

$0.04

($0.41)

($1 .32)

($3.14)

($4.97)

($6.79)

($8.61)

($17.72)

($22.28)

($45.06)

($90.62)

0.35%

-2.30%

4.67%

-6.40%

-6.91 %

-7.17%

-7.33%

-7.66%

-7.72%

-7.B6%

-7.92%

Residential Service CARES
Customer Charge
Energy Charge 1st400 kWhs
Energy Charge, all additional kwhs
Base Power Supply Charge, all kWhs
PPFAC

Present
$7.50

$0.011255
$0.021269
$0.077993
$0.014746

Proposed
$350

$0.011 ass
500021269
$0.071e60
$0.000000

Discounts:
0-300 kph
301 -600 kph
501 -1000 kph
1001 + kph

30.0%
20.0%
10.0%
$B.00

Average Sales per Month
0

Total Bill
Present Rate

$5.25

Total Bill
Proposed Rate

$2.45

Proposed
Increase

$
($2-80)

Proposed
lnerease

%
-53.33%

50

100

200

400

500

800

1,000

2,000

2,500

5,000

10,000

$8.59

$12.53

$19.81

$39.28

$57.52

$85.23

$105.75

$223.51

$28051

$565.53

$1 .135.57

$5.35

$a.25

$14.06

$29.33

$44.20

$66.45

$83.18

$177.35

$223.82

$456.14

$920.78

($3.54)

($4.28)

($5.75)

($9.95)

($13.32)

($18.78)

($22.57)

($46.16)

($56.70)

($109.39)

($214.79)

-39.79%

-34.12%

-29.03%

-25.32%

_23_15%

-22.03%

-21 .34%

-20.65%

-20.21 %

-19.34%

-18.91 %



UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4 . CORRECTED
Page 2 of 6

Present
$7.50

$0.011255
$0.0212S9

Proposed
$8.00

$0.020070
$0.0a0084

Assume:
On Peak Usage:
Shoulder-Peak Usage:
Off-Peak Usage:

15.6%
15.4%
67.9%

Residential Service Time-of-Use Summer
Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, all additional kWhs
Base Power Supply Charge

On-peak, all kWhs
Shoulder-Peak, all kWh
Off-Peak, all kwhs

PPFAC

$0_1020B6
$0.077993
$0.072092
$0.014745

$0.159138
$0.074812
50.054155
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

50 0.35%

100

200

400

-2.30%

-4.67%

-6.40%

-8.91 %600

800 -7.17%

-7.33%

-7.56%

-7.72%

-7.86%

1 ,000

2,000

2,500

5,000

10,000

$12.70

$17.90

$28.30

$49.10

$71 .90

$94.70

$117.50

$231 .51

$288552

$573.54

$1 ,143,5B

$12.74

$17,49

$26.98

$4535

$56.93

$87.91

$10B.89

$213.79

$266.24

$52B_48

$1 ,052.95

$0.04

($0,41)

($1.32)

($3.14)

($4.97)

($5.79)

($8.51)

($17.72)

($22.28)

($45.05)

($90.81) -7.92%

Assume:
On Peak Usage: 28.1%

Present
$7.50

$0.011255
$0.021289

ProDosed
$8.00

$0.0200'/0
$0.030084 Off-Peak Usage: 71.9%

$0.102086 $0.159138

Residential Service Time-of-Use Winter
Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, all additional kwhs
Base Power Supply Charge

On-Peak, all kWh
Shoulder-peak, all kWh
Off-peak, all kW h

PPFAC

$0.0685B8
50.014746

$0.041894
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

50 0.35%

100 -2.30%

200 -4.G7° />

400

600

800

-6.41%

-6.91%

-1.11%

-7.33%

-7.66%

-7.72%

-7.85%

1 ,000

2,000

2,500

5,000

10,000

$12.70

$17.90

$28.30

$49.10

$71 .90

$94.70

$117.50

$23151

$288.51

$573.53

$1 ,143.57

$12.74

$17.49

$26.98

$45.95

$66.93

$87.91

$108,B9

$213.78

$266223

$528,46

$1 ,052.92

$0.04

($0.41)

($1 .32)

($3.15)

($4.97)

($6.79)

($8.61)

($17.73)

($22.29)

($45.07)

($90.64) -7.93%
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\ UNS Electric, Inc.

Typical Bill Comparison
Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-4 - CORRECTED
Page 3 of 6

Small General Service
Customer Charge
Energy Charge 1st 400 kW h
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWh
PPFAC

Present
$12.00

$0.022449
$0.032463
$0_075738
$0.014746

Proposed
$12.50

$0.032440
$0.042454
$0.072649
$0,000000

Average Sales per Month
50

Total Bill
Present Rate

$17.65

Total Bill
Proposed Rate

$17.75

Proposed
Increase

$
$0.11

Proposed
Increase

%
0.61 %

100

250

500

1,000

2,000

3,500

5,000

10,000

30,000

50,000

$23.29

$40.23

$69.47

$130.94

$253.89

$43831

$622.73

$1 ,237.46

$3,696.40

$6,155.34

$23.01

$38.77

$66.05

$123.60

$238770

$411 .35

$534.01

$1 ,159.52

$3,461 .58

$5,763.63

($0.28)

($1.46)

($3.42)

($7.34)

($15. 19)

($26.95)

($38.72)

($77.94)

($234.83)

($391.72)

-122%

-3.63%

4.93%

-5.61%

-5.98%

-5.15%

-6.22%

-6.30%

-6.35%

-8.36%

Large General Service Delivery Charges
Customer Charge
Demand Charge. per kW
Energy Charge (kW hs)
Base Power Supply Charge, all kWh
PPFAC

Present
$15.50
$10.71

$0.003254
$0.057()52
$0.01474<-3

Proposed
$16.00
$13.35

$0.004254
$0.064326
$0.000000

Assumes
Load Factor = 55.0%

Average Sales per Month
5,000

Total Bill
Present Rate

$574.18

Total Bill
Proposed Rate

$525.19

Proposed
Increase

$
($49.00)

Proposed
Increase

%
-8.53%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

500,000

$1 .13;.87

$2,808.92

$5,602.35

$11 ,189.20

$22,362.89

$33,536.59

$44,710.29

$55,883.98

$67,057.68

$1 ,034.38

$2,561.95

$5, 107.89

$10,199.78

$20,383.57

$30,567.35

$40,751 .13

$50,934.91

$61 ,118.70

($98.49)

($245.98)

($494.46)

($989.41 )

($1 ,979.33)

($2,969.24)

($3,959.16)

($4,949.07)

($5,938.9B)

-8.69%

-8.79%

-8.83%

-8.84%

-8.e5%

-8.e5%

-8.85%

-8.86%

~8.BS%
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UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December31, 2008

Schedule H» 4 - CORRECTED
Page 4 of G

Large General Service TOU
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power supply Charge, all kWhs
PPFAC

Present
$20.40
$10.71

$0.003254
$0,067062
$0.014746

PfODOS€d
$20.90
$13.35

$0.004254
$0.064326
$0.000000

Assumes
Load Factor = 55.0%

Average Sales per Month
5,000

Total Bill
Present Rate

$572.42

Total Bill
Proposed Rate

$521.77

Proposed
Increase

$
($50.64)

Proposed
Increase

%
-8.85%

10,000 $1,124.43 $1,022.65

25,000 $2,780.48 $2,525.27

50,000 $5,540.56 $5,029.65

100,000 $11,060.72 $10,038.39

200,000 $22,101 .04 $20,055.80

300,000 $33,141 .37 $30,073.35

400,000 $44.181 .89 $40,090.87

500,000 $55,222.01 $50,108.37

600,000 $56,252.33 $60,125.86

Assumes maximum peak period demand is 5% lower than maximum demand in non-peak period.

($101 .7B)

($255.21 )

($510.91 )

($1 ,022.33)

($2,045.1s)

($3,067.98)

($4,090.81 )

($5.113.64)

($6,136,47)

-9.05%

-9.18%

-9.22%

-9.24%

-9.25%

-9.28%

-9.26%

-9.26%

-9.26%

Large Power Service (<69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$365.00
$17.90

$0.000000
$00053260
$0.01474e

Proposed
$372.00
$21 .22

($0.000000)
$0.0510B7
$0.000000

Assumes
Load Factor = 65.0%

Average Sales per Month
300,000

Total Bill
Present Rate

$32,081

Total Bill
Proposed Rate

$29,115

Proposed
Increase

$
($2,966)

Proposed
Increase

%
-9.24%

450,000

650,000

B50,000

950,000

1 ,500,000

1,750,000

2,000,000

2,500,000

$47_939

$69,083

$90,226

$100,798

$158,944

$185,374

$211 ,804

$264,663

$43,487.

$62,649

$81 ,811

$91 ,392

$144,087

$168.040

$191 ,993

$239,898

($4,452)

($6,434)

($8,416)

($9,407)

($14,857)

($17,334)

($19,811 )

($24,766)

-9.29%

-9.31 %

-9.33%

-9.33%

-9.a5%

-9.35%

-9.35%

-9.36%
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UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 200a

Schedule H-4 - CORRECTED
Page 5 of 6

Large Power Service (>69KV) Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWh)
Base Power Supply Charge, all kWh
PPFAC

Present
$400.00
$11 .el

$0.000000
$0.053260
$0.014746

ProDosed
$407.00
$14,93

($0.000000)
$0.051087
$0.000000

Assumes
Load Factor = 70,0%

Average Sales per Month
300,000

Total Bill
Present Rate
$27,617.85

Total Bill
Proposed Rate

$24,498.42

Proposed
Increase

s
($3,119)

Proposed
Increase

%
-11.29%

450,000

850,000

850,000

950,000

1 ,500,000

1,750,000

2,000,000

2,500,000

$41 ,226.77

$59,372.00

$77.517.23

$86,589.85

$136,489.23

$159,170.77

$1 al ,a52.s1

$227,215.39

$36_544.12

$52,605.07

$68,665.01

$76,696.48

$120,864.08

$140,940.26

$161,016.44

$201 ,168.80

($4,683)

($6,767)

($8,851 )

($9,893)

($15,625)

($18,231 )

($20,836)

($26,047)

-11.36%

-11 .40%

~11 .42%

-11 .43%

-11 .45%

-11 .45%

-11 .45%

-11 .4G%

Interruptible Power Service Delivery Charges

Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWh
PPFAC

Present
$15.50
$3.40

$0.014a00
$0.055491
$0.014746

Proposed
$16.00
$4.66

$0.017100
$0.053227
$0.000000

50 Assumes
Load Factor = 55.0%

Average Sales per Month
10,001

Total Bill
Present Rate

$950.55

Total Bill
Proposed Rate

$835.51

Proposed
Increase

$
($115.14)

Proposed
Increase

%
-12.11 %

15,000

20,000

30,000

50,000

75,000

100,000

125,000

150,000

$11418.08

$1 ,885.60

$2,820.86

$4,690.76

$7,028.39

$9,366.02

$11,703.66

$14,041 .29

$1 ,245.14

$1,654.85

$2,474.28

$4.113.13

$6,161 .70

$8,210.26

$10_258.53

$12,307.39

($172,94)

($230.75)

($346.38)

($577.63)

($B66.70)

($1 ,155.7el

($1,444.83)

($1 ,733.89)

-12.20%

-12.24%

_12.2B%

-12.31 %

-1233° /n

-12.34%

-12.35%

-12.35%



'¢

I
r

EJ

/» UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4 . CORRECTED
Page 6 of 6

Proposed

Proposed
Increase

$

Proposed
Increase

%

LightingDusk to Dawn Delivery Charges
New 30' Wood Pole (Class 6)
New so' Metal or Fiberglass

Present
Overhead Service

$4.12
$8.26

$4.54
$9.oa

$0.41
$0.83

10.00%
10.00%

Existing Wood Pole

New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

Underground Service
$2.06
$6.20
$10.32

$2.27
$e.a1

$11 .35

$0.21
$0.62
$1.03

10.00%
10.00%
10.00%

Per W att $0.04s577 $0.050422 $0.D038 8.26%

Lighting Base Power Supply Charge, per Watt $0.007a18 $0.00750

PPFAC $0,014746 $0,000000

100 Watts - Overhead
Existing Wood Pole
New to' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$4.67
$8.79
$12.92

$5.79
$10.33
$14.87

$1.1a
$1.54
$1.95

24.15%
17.51%
15.11%

100 Watts - Underground
Existing Wood Pole
New 30` Wood Pole (Class 6)
New 30' Metal or Fiberglass

$6.73
$10.86
$14.98

$8.08
$12.81
$17.14

$1 .33
$1 .75
$2.16

19.81%
16.08%
14.41%

200 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$9.32
$13.44
$17.57

$11.58
$16.12
$20.67

$2.27
$2.68
$3.09

24.38%
19.95%
17.61%

200 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New to' Metal or Fiberglass

$12.94
$1707
$19.63

$13.85
$18.40
$22.93

$0.91
$1 .32
$330

7.04%
7.75%
18_B1%

400 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$21 .76
$25.88
$30.02

$23.17
$27.70
$32.25

$1 .41
$1 .oz
$2.24

6.4B%
7.04%
7.45%

400 Watts - Underground
Existing Wood Po\e
New 30' Wood Pole (Class 6)
New 30' Metal orFiberglass

$23.82
$27.95
$32.08

$25.44
$29.98
$34.52

$1 .Hz
$2.03
$2.44

8.79%
7.26%
7.61%
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BEFORE THE ARIZON WN COMMISSION

2889 HAY C b  p  3 2 31

1

2

3

4

5

COMMISSIONERS
KRISTIN K. MAYES - CHAIRMAN
GARY PIERCE
PAUL NEWMAN
SANDRA D. KENNEDY
BOB STUMP

la CCRP C O t*3f'*'§3 4
DOCKET CONTROL

r.-r~ !
.§,*_8e *W

IN THE MATTER OF THE APPLICATION OF
UNS ELECTRIC, INC. FOR THE
ESTABLISHMENT OF JUST AND
REASONABLE RATES AND CHARGES
DESIGNED TO REALIZE A REASONABLE
RATE OF RETURN ON THE FAIR VALUE OF
THE PROPERTIES OF UNS ELECTRIC, inc.
DEVOTED TO ITS OPERATIONS
THROUGHOUT THE STATE OF ARIZONA.

) DOCKET no. E-04204A-09-0206

)
)
)
)
)
)
)
)
)

NOTICE OF ERRATA

By
Michael W. Patten
ROSHKA DEWULF & PATTEN, PLC.
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

6

7

8

9

10

11

12

13 UNS Electric, Inc., through undersigned counsel, hereby files a Notice of Errata regarding

14 Schedules H-3 and H-4 submitted with the Application in this docket. The attached revised

15 Schedules H-3 and H-4 now reflect the current time of use ("TOU") rates and the current lighting

16 rates to three decimal places instead of two and replace Schedules H-3 and H-4 that were tiled

17 with the Application on April 30, 2009.

18 RESPECTFULLY SUBMITTED this 26  M day of May 2009.

19 UNS Electric, Inc.

20

21

22

23

24

25

26

27

and

Philip J. Dion
Michelle Livengood
UniSource Energy Services
Que South Church Avenue
Tucson, Arizona 85701

1
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Original and t8'teen copies of the foregoing
filed this ,8 day of May 2009, with:

Docket Control
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copy of th foregoing hand-delivered
this p76 day of May 2009, to:

1

2

3

4

5

6

7

8

9

10

11

12

Lyn A. Farmer, Esq.
Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Janice M. Alward, Esq.
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

13

14

15

16

17

Ernest Johnson, Esq.
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

18

19

20

21

22

23

24

25

26

27

2
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UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3 . CORRECTED
Page 1 of 3

Increase

Present Rate Proposed Rate $ %

Residential Service
Customer Charge
Energy Charge 1sl400 kWh
Energy Charge, all additional kWh
Base Power Supply Charge, all kWhs

PPFAC

$7.50
$0.011255
$0.0212s9
$0.077993

$0.014746

$8.00
$0.020070
$0.0s00a4
$0.074812

$0.000000

$0.50
$0.008815
$0.008815

-$0.003181

-$0.01474G

6.67%
78.32%
41 ,4-5%
-4.08%

-100.00%

Residential Service CARES
Customer Charge
Energy Charge 1st 400 kWhs
Energy Charge, all additional kWh
Base Power Supply Charge, all kwhs
PPFAC

$7.50
$0.011255
$0.021259
$0.077993
$0.01474e

$3.50
$0.011255
$0.021259
$0.071550
$0.000000

-$4.00
$0.000000
$0.000000

-$0.006333
-$0.014746

-53.33%
0.00%
0.00%
-8.12%

-100.00%

Residential Time of Use Rates, all kWh

(These rates would include all Delivery charges above and replace The Base Power Supply chart

Summer on-peak $0.102086

Summer Shoulder $0.077993

Summer off-peak $0.072092

6)
$0.15913B

$0.074B12

$0.054158

$0.057052

-$0.0031B1

-$0.017934

55.89%

-4.08%

-24,88%

Winter on-peak

Winter off-peak

$0, 102086

$0.0e858a

$0.15913B

$0.041a94

$0.057052

-$0.02e694

55.89%

-38.92%

Small General Sewlce

Customer Charge

Energy Charge 1st 400 kwhs
Energy Charge, all additional kWhs
Base Power Supply Charge, all kWh
PPFAC

$12.00

$0.022449
$0.032463
$0.075738
$0.014746

$12.50

$D.032440
$0.042454
$0.072649
$0.000000

$0.50

$0.009991
$0.009991

-$0,0030B9
-$0.014746

4. 17%

44.50%
30.78%
-4,08%

-100.00%

Small General Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base Power Supply charge)

Summer on-peak $0.097108 $0. 136759

Summer Shoulder $0,075738 $00072649

Summer off-peak $0.0671 OB $0.D46759

$0.0a9s51

-$0.003089

-$0.020349

40B3%

-4.08%

-30.32%

Winter on-peak

Winter off-peak

$0.097108

$0.0e43e8

$0. 136759

$0.038539

$0.039651

-$0.025829

40.83%

-40. 13%
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Schedule H-3 - CORRECTED
Page 2 of 3

UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Large General Service

Customer Charge

Demand Charge, per kW

Energy Charge (kWhs)
Base Power Supply Charge, all kwhs
PPFAC

$15550

$10.71

$0.003254

$0.0e7062
$0,014746

$16.00

$13.35

$0.004254

$0.064a2e
$0.000000

$0.50

$2_64301 B

$0.001000

-$0.002738
-$0.014748

3.23%

24.58%

30.73%

-4.08%
-100.00%

Large General Service TOU
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kwhs
PPFAC

$20.40
$10.71

$0.003254
$0,0e70e2
$0.014746

$20.90
$1335

$0.004254
$0.064325
$0.000000

$0.50
$2.64301B
$0.001000

-$0.002736
-$0.01474e

2.45%
24.68%
30.73%
-4.08%

-100.00%

Large General Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base

Summer on-peak

Summer Shoulder

Summer off-peak

Power Supply charge)

$0.089820 $0.121221

50.067062 $00064325

$0.059820 $0.04e221

$0.()31401

-$0.002736

-$0.013599

34.96%

~4.08%

-22.73%

Winter on-peak

Winter off-peak

$0,0B9820

$0.054333

$0.121221

$0)032503

$0_031401

_$0.021830

34_96%

-40.18%

Large Power Service (<69KV)

Customer Charge

Demand Charge, per kW

Energy Charge (kWh)
Base Power Supply Charge, all kWhs
PPFAC

$36500

$17.90
$00000000
$0.053260
$0.01474e

$372.00

$21 .22
($0.000000)
$0.051087
$00000000

$7.00

$3326211

$0.000000
-$0.002173
-$0.014746

1.92%

18.59%

0_00%
-4.08%

-100.00%

Large Power Service (>69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge. all kwhs
PPFAC

$400.00
$11 .61

$0.000000
$0.053260
$0.014746

$407.00
$14.93

($0.000000)
$0.051087
$0.000000

$7.00
83.320254
$0.000000

-$0.002173
-$0.014746

1.75%
0.00%
0.00%

-4.08%
100.00%

Large Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base

Summer on-peak

Summer Shoulder

Summer off-peak

Power Supply charge)

$0.07'/240

$Q0053260

$0.047240

$0.099047

$0.051087

$0.039047

$0.021807

-$0.002173

-$0.008193

28.23%

-4.08%

-17.34%

Winter on-peak

Winter off-peak

$0,077240

$0.041233

$0.099047

$0.027033

$0.021807

-$0.014200

28.23%

-34.44%
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UNS Electric, Inc.
Comparison of Present and Proposed Rates

Test Year Ended December 31, 2008

Schedule H-3 - CORRECTED
Page 3 of 3

Interruptible Power Service

Customer Charge

Demand Charge, per kW
Energy Charge (kWh)
Base Power Supply Charge, all kwhs
PPFAC

$15.50

$3.40

$0.014800
$0.055491
$0.01474s

$16.00

$4.66

$0.017100
$D.053227
$0,000000

$0.50

$1 .be

50,00
$0.00

-$0.01

3.23%

37.17%

15.54%
-4.08%

-100.00%

Interruptible Power Service Time of Use Rates, all kWhs

(These rates would include all Delivery charges above and replace The Base

Summer on-peak

Summer Shoulder

Summer off-peak

Power Supply chart

$0.079833

$0.055491

$0.049B33

e)
$0.101911

$0.053227

$0041911

$0,022078

-$0.002264

-$0.007922

27.66%

-4.08%

-15.90%

Winter on-peak

Winter off-peak

$0.079833

$0.0422s1

$()0101911

$0.02577g

$0.022078

-$0_0154BB

27.66%

-36.64%

Lighting Dusk to Dawn
New 30' Wood Pole (Class 6) - Overhead
New to' Metal or Fiberglass - Overhead
Existing Wood Pole - Underground
New 30' Wood Pole (Class G) - Underground
New 30' Metal or Fiberglass - Underground
Wattage, per Watt
Lighting Base Power Supply Charge, per Watt
PPFAC Charge, per kph

$4.123
$8.257
$2.062
$6.195

$10318
$0.04fs577
$0.007818
$0.01474B

$4.535
$9,083
$2,268
$8815

$11 .350
$0.050422
$0.00749g
$0.000000

$0.41
$0.as
$0.21
$0.62
$1 .03

$0.003845
$0.00

-$0.01

10.00%
10.00%
10.00%
10.00%
10.00%

8.26%
100.00%
-100.00%
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Typical Bill Comparison
Present (Prior Io June 1, 2009 PPFAC Rate Change) and Proposed Rates

Test YearEnded December 31, 2008

Sehedule H-4 . CORRECTED
Page 1 of 6

Residential Service
CustomerCharge
Energy Charge 1st400 kwhs
EnergyCharge, all additional kWhs
Base Power Supply Charge, all kWh
PPFAC

Present
$7.50

$0.011255
$0.0212B9
$0.077993
$0.014746

Proposed
$8.00

$0.020070
$0.030084
$0_074812
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8,00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

50

100

200

400

600

B00

1 ,000

2,000

2,500

5.000

10,000

$12.70

$17.90

$28.30

$49.10

$71.90

$94.70

$117.50

$231 .51

$288.51

$573.53

$1 ,143.57

$12.74

$17.49

$2588

$45.95

$66.93

$B7.91

$108.89

$213.79

$26623

$528,47

$1 ,052,95

$0.04

($0.41)

($1.32)

($3.14)

($4.97)

($8.79)

($8.61)

($17.72)

($22.25)

($45.08)

($90.62)

0.a5%

-2.30%

4.57%

-6.4-0%

-6.91%

-7.17%

-7.33%

-7.66%

-7.72%

-7.B5%

-7.92%

Residential Service CARES
Customer Charge
Energy Charge 1st400 kWhs
Energy Charge, all additional kWhs
Ease Power Supply Charge, allkWhs
PPFAC

Present
$7.50

$0.011255
$0.0212e9
$0.077993
$0.01474s

Proposed
$3.50

$0.011255
$0.0212s9
50.071660
$0.000000

Discounts:
0-300 kph
301 -600 kph
601-1000 kph
1001+ kph

30.0%
20.0%
10.0%
$8.00

Average Sales per Month
0

Total Bill
Present Rate

$525

Total Bill
Proposed Rate

$2.45

Proposed
Increase

$
($2.80)

Proposed
Increase

%
-53.33%

50

100

200

400

600

800

1,000

2,000

2,500

5,000

10,000

$8.89

$12.53

$19.81

$39.28

$57.52

$85.23

$105.75

$22351

$28051

$565.53

$1 .135.57

$5.35

$8.25

$14.08

$29.33

$44.20

$66.45

$B3.1a

$177.35

$223.82

$458.14

$920.78

($3.54)

($4.28)

($5.75)

($9.95)

($13.32)

($18.78)

($22.57)

($46.16)

($56.70)

($109.39)

($214.79)

-39.79%

-34. 12%

-29.03%

-25.32%

-23.15%

-22.03%

-21 .34%

-20.65%

-20.21 %

-19.34%

-18.91 %
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4 UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4 - CORRECTED
Page 2 of 6

Residential Service Time-of-Use Summer
Customer Charge
Energy Charge 1st400 kWh
Energy Charge, alladditional kWh
Base Power Supply Charge

On-Peak, all kWhs
Shoulder-Peak, allkWhs
Off-Peak, all kWhs

PPFAC

Present
$7.50

$0.011255
$0.0212e9

Proposed
$8.00

$0.020070
$00030084

Assume:
On Peak Usage:
Shoulder-Peak Usage:
Off-Peak Usage:

16.6%
15.4%
67.9%

$0.1020BB
$0.077993
$0.072092
$0.014746

$0. 159138
$0.074s12
$0,054,158
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$1.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6,67%

50 0.35%

100 -2.30%

200 ~4.67%

400 -6.40%

600 -6.91 %

-7.17%800

-7.33%

-7.66%

-7.72%

-7.86%

1 ,000

2,000

2,500

s,000

10,000

$12.70

$17.90

$28.30

$49.10

$71.90

$94.70

$111.50

$231 .51

$28852

$573.54

$1 ,143.58

$12.74

$17.49

$26.98

$45.95

$66.93

$87.91

$105.89

$213.79

$265.24

$528_4B

$1 ,052.96

$0.04

($0.41)

($1.32)

($3.14)

($4.97)

($6.79)

($8.61 )

($17,72)

($22.28)

(54506)

($90,51) -7.92%

Assume:
On Peak Usage: 28.1%

Present
$750

$0.011255
$0.021269

Proposed
$8.00

$00020070
$00030084 Off-Peak Usage: 71.9%

Residential Service Time-of-Use Winter
CustomerCharge
Energy Charge 1st400 kwhs
Energy Charge, alladditional kwhs
Base Power Supply Charge

On-Peak, all kWh
Shoulder-Peak, all kWh
Off-peak, all kwhs

PPFAC

$0. 102086 $0.159138

$0.0685B8
$0.01474s

$00041894
$0.000000

Average Sales per Month
0

Total Bill
Present Rate

$7.50

Total Bill
Proposed Rate

$8.00

Proposed
Increase

$
$0.50

Proposed
Increase

%
6.67%

50 0.35%

100 -2.30%

200 -4,67%

400 -6.41%

600

800

-6.91%

-7.17%

-7.33%

-7.66%

-7.72%

-7.86%

1 ,000

2,000

2,500

5,000

10,000

$12.70

$17.90

$28.30

$49.10

$71 .90

$94.70

$117.50

$231.51

$288.51

$573.53

$1,143.57

$12.74

$17.49

$28.9B

$45.95

$66.93

$87.91

$108_89

$213.78

$268.23

$528.46

$1 ,052.Q2

$0.04

($0.41)

($1 .32)

(as. 15)

($4.97)

($6.79)

($8.61)

($17.73)

($22.29)

($45.07)

($90.64) -7.93%
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UNS Electric, Inc.
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4 - CORRECTED
Page 3 of 6

Small General Service
Customer Charge
Energy Charge 1st400 kWhs
EnergyCharge, all additional kwhs
Base Power Supply Charge, all kWhs
PPFAC

Present
$12.00

$0.022449
$0.032463
$0_075738
$0.014746

Proposed
$12.50

$0.032440
$0.042454
$0.07/549
$0.000000

Average Sales per Month
50

Total Bill
Present Rate

$17.65

Total Bill
Proposed Rate

$17.75

Proposed
Increase

$
$0.11

Proposed
Increase

%
0.61%

100

250

500

1,000

2,000

3,500

5,000

10,000

30,000

50,000

$23.29

$40.23

$69.47

$130.94

$253.89

$438.31

$622.73

$1237.46

$3,696.40

$6, 155.34

$23.01

$38.77

$56.05

$123.60

$238.70

$411_35

$584.01

$1 ,159.52

$3,461 .58

$5,763.63

($0.28)

($1 .46)

($3.42)

($7.34)

($15,1 al

($28.95)

($38]2)

($77.94)

($234.83)

($391 .72)

-1 .22%

-3.83%

-4.93%

5.61%

-5.98%

-5.15%

-5.22%

-5.30%

-5.35%

-8.35%

Large General Service Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kwhs)
Base PowerSupply Charge, all kWh
PPFAC

Present
$15.50
$10.71

$00003254
$0.067062
$0.014746

Proposed
$16.00
$13.35

$0_004254
$0.054326
$0.000000

Assumes
Load Factor = 55.0%

Average Sales per Month
5,000

Total Bill
Present Rate

$574_18

Total Bill
Proposed Rate

$525.19

Proposed
Increase

$
($49.00)

Proposed
Increase

%
-8.53%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

800,000

$1 ,1 a;.87

$2,808.92

$5,602.35

$11 .189.20

$22,362.89

$33,536.59

$44,710.29

$55,883.98

$67,057.88

$11034.38

$2,561 .95

$5,107.89

$10,199./8

$20,383.57

$30_587.35

$40,751 .13

$50,934,91

$61 ,118.70

($98.49)

($246.98)

($494.46)

($989.41 )

($1,979.33)

($2,969.24)

($3,959.16)

($4,949.07)

($5,938.98)

-8.69%

-8.79%

-a.aa%

-8.84%

-a.e5%

-8.85%

-a.ae%

-8.85%

-8.86%
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UNS Electric, Inc.

Typical Bill Comparison
Present (Prior to June 1: 2009 PPFAC Rate Change) and Proposed Rates

Test Year Ended December 31, 2008

Schedule HE _ CORRECTED
Page 4 of 6

Large General Service TOU
Customer Charge
Demand Charge, per kW
Energy Charge (kwhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$20.40
$10.71

$0.00a254
$0.067062
$().014745

Proposed
$20.90
$1335

$0.004254
$0.0e4326
$0.000000

Assumes
Load Factor = 55.0%

Average Sales per Month
5,000

Total Bill
Present Rate

$572.42

Total Bill
Proposed Rate

$521.77

Proposed
Increase

$
($50.64)

Proposed
Increase

%
-8.85%

-9.05%

-9.18%

-9.22%

-9.24%

-9.25%

-9.26%

10,000

25,000

50,000

100,000

200,000

300,000

400,000

500,000

600,000

$1 .124.43

$2,780.48

$5,540.56

$11 .060.72

$22.101 .04

$33, 141 .37

$44.181 .69

$55,222.01

$66,262.33

$1,022_65

$2,525.27

$5,029.65

$10,03B.39

$20_055.B9

$30,073.38

$40,090.37

$50, 10837

$s0,125.85

($101 Je)

($255.21 )

($510.91 )

($1 ,022.33)

($2,045,18)

($3,067,9B)

($4,090.B1 )

($5,113.64)

(se, 13s.47)

-9.26%

-9.26%

-925%

Assumes maximum peakperiod demand is 5% lower than maximumdemand in non-peak period.

Large Power Service (<69KV)
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kwhs
PPFAC

Present
$365.00
$17.90

$0.000000
$0.053260
$0.0147/6

Proposed
$372.00
$21 .22

($0.000000)
$0.D510B7
$0.000000

Assumes
Load Factor = 65.0%

Average Sales per Month
300,000

Total Bill
Present Rate

$32,081

Total Bill
Proposed Rate

$29.115

Proposed
Increase

$
($2,966)

Proposed
Increase

%
-9.24%

-9.29%

-9.31 %

-9.33%

-9.33%

-9.35%

450,000

650,000

850,000

950,000

1,500,000

1 ,750,000

2,000,000

2,500,000

$47,939

$69,083

$90,226

$100,798

$15a,944

$185,374

$211 ,a04

$264,663

$43,487

$62,649

$81 ,811

$91 ,392

$144,087

$188.040

$191 .993

$239,898

($4,452)

($6,434)

($8,416)

($9,407)

($14,857)

($17,334)

($19,811 )

($24,766)

-9.35%

-9.35%

-9.36%
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UNS Electric, Inc,
Typical Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4 - CORRECTED
Page 5 of 6

Large Power Service (>69KV) Delivery Charges
Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

Present
$400.00
$11 .61

$0.000000
$0.053260
$0.01474e

Proposed
$407.00
$14,93

($0.000000)
$0.051 OB7
$0.000000

Assumes
Load Factor = 70.0%

Average Sales per Month
300,000

Total Bill
Present Rate
$27,617.85

Total Bill
Proposed Rate

$24,49B,42

Proposed
Increase

s
($Z8,119)

Proposed
Increase

%
-11 .29%

450,000

650,000

550,000

950,000

1 ,500,000

1 ,750,000

2,000,000

2,500,000

$41 ,226.77

$59,372.00

$77,517.23

$86,589.85

$1a6,489,2:s

$159,170.77

$181 ,85231

$227,215.39

$38,544.12

$52,605,07

$58,655.01

$75,696.48

$120,864.08

$140,940.26

$151 ,016.44

$201 ,16880

($4,G83)

($6,767)

($8,851 )

($9,893)

($15,625)

($18,231 )

($20v838)

($2e,047)

-11.36%

~11 .40%

~11.42%

-11 .43%

-11 .45%

-11.45%

-11.46%

-11 .45%

Interruptible Power Service Delivery Charges

Customer Charge
Demand Charge, per kW
Energy Charge (kWhs)
Base Power Supply Charge, all kWhs
PPFAC

Present

$15.50
$3.40

$0.014800
$0.055491
$0.014746

Proposed

$16,00
$4.66

$0.017100
$0.05a227
$0.000000

50 Assumes
Load Factor = 55.0%

Average Sales per Month
10,001

Total Bill
Present Rate

$950.65

Total Bill
Proposed Rate

$835.51

Proposed
Increase

$
($115.14)

Proposed
Increase

%
-12.11 %

fa

15,000

20,000

30,000

50,000

75,000

100,000

125,000

150,000

$1 ,41 a,08

$1 ,885.60

$2,820.66

$4,690.76

$7,028.39

$9,366.02

$11 ,703.s6

$14,041 .29

$1 ,245.14

$1,654.85

$2,474.28

$4,113.13

$6,161 .70

$8210.26

$10_25e.aa

$12,307.39

($172.94)

($230.75)

($34S.3B)

($577.63)

($8B6.70)

(so ,1 ss.1el

($1 ,444.B3)

($1 ,733.89)

-12.20%

-12.24%

-12.28%

-12,31%

-12.33%

-12.34%

-12.35%

-12.35%
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UNS Electric, Inc.
Typieal Bill Comparison

Present (Prior to June 1, 2009 PPFAC Rate Change) and Proposed Rates
Test Year Ended December 31, 2008

Schedule H-4 - CORRECTED
Page 6 of 5

Proposed

Proposed
Increase

$

Proposed
Increase

%

Lighting Dusk to Dawn Delivery Charges
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

Present
Overhead Service

$4.12
$8.26

$4.54
$9.08

$0.41
$0.53

10.00%
10.00%

Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

Underground Service
$2.06
$6.20

$10.32

$2.27
$6.81
$11.35

$0.21
$0.62
$1 .03

10.00%
10.00%
10.00%

Per Watt $0_045577 $0.050422 $0.00s8 8.26%

Lighting Base Power supply Charge, per Watt $0.00781B $0.007/0

PPFAC $0.014745 $0.000000

1

100 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$4.67
$8.79
$12.92

$5.79
$10.33
$14.87

$1.13
$1 .54
$1.95

24.15%
17.51%
15.11%

100 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class G)
New 30' Metal or Fiberglass

$6.73
$10.86
$14.98

$a.0e
$12.61
$17.14

$1.33
$1.75
$2.16

19.81%
16.08%
14.41%

200 Watts - Overhead
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$9.32
$13.44
$17.57

$11.58
$16.12
$20.67

$2.27
$2.88
$3.09

24.36%
19.95%
17.61%

200 Watts - Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal orFiberglass

$12.94
$17.07
$19.63

$13.85
$18.40
$22.93

$0.91
$1 .32
$3.30

7.04%
7.76%
16.81%

400 Watts - Overhead
ExistingWood Pole
New a0' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$21.76
$25.88
$30.02

$23.17
$27.70
$32.25

$1 .41
$1.82
$2.24

6.48%
7.04%
7.45%

400 Watts Underground
Existing Wood Pole
New 30' Wood Pole (Class 6)
New 30' Metal or Fiberglass

$23.82
$27.95
$32.08

$25.44
$29.98
$34.52

$1 .Hz
$2.03
$2.44

6.79%
7.26%
7.81%
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1 1. INTRODUCTION.

2

3 Q. Please state your name and business address.

4

5

My name is Michael J. DeConcini. My business address is One South Church Avenue,

Tucson, Arizona 85701 .

6

7 Q- By whom are you employed and in what capacity?

8

9

10

I am a Director for UNS Electric, Inc. ("UNS Electric" or "Company"). I also serve as

Senior Vice President and Chief Operating Officer for both UniSource Energy Corporation

("UniSource Energy") and Tucson Electric Power Company ("TEP").

11

12 Q- Mr. DeConcini, what is the purpose of your direct testimony in this proceeding?

13

14

The primary purpose of my direct testimony is to sponsor UNS Electric's Application tiled

with the Arizona Corporation Commission ("Commission") in this docket. In my direct

15

16

17 UNS Electric's request for an increase in rates,

UNS Electric's current financial circumstances and the18

testimony I discuss:

(i) UNS Electric's operations;

(ii)

(iii)

19

20 (iv)

impact of the proposed rate increase,

UNS Electric's rate design, time-of-use and low income

21

22 (v)

23

proposals,

The proposed modification of the Purchased Power and

Fuel Adjustment Clause ("PPFAC") regarding the PPFAC

interest rate and the inclusion of the credit-related costs to24

25 support the procurement of wholesale power and natural

26 gas, and

27

A.

A.

A.

1



1 (vi)

2

UNS Electric's proposal for acquiring the Black Mountain

Generating Station ("BMGS").

3

4 11. SUMMARY DF UNS ELECTRIC'S REQUEST.

5

6 Q. Mr. DeConcini, why is UNS Electric's requesting a rate increase at this time?

7

8

9

10

11

12

There are three main reasons why UNS Electric is requesting the Commission to approve

an increase in base rates of $13,500,000 or approximately 7.5% at this time. In Decision

No. 70360 (May 27, 2008), the Commission set rates for UNS Electric based upon a test

year ending June 30, 2006. Since the test year in its last rate case: (i) the Company's rate

base has grown significantly, (ii) its operating costs have increased and (iii) its return on

equity ("ROE") has deteriorated substantially.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

In this case, the Company is requesting that the Commission set just and reasonable rates

based upon UNS Electric's rate base as of the test year ending December 31, 2008. First,

UNS Electric has substantial used and useful plant that is not presently in rate base.

During the last rate case, the Company presented evidence that it had substantial

construction work in progress ("CWIP") and that it had already put significant post-test

year plant additions in service that were used and useful to our customers. However, the

Commission determined that it would not include the post test year plant in rate base.

Moreover, since the test-year ending June 30, 2006 through December 31, 2008, UNS

Electric has made capital expenditures of approximately $86 million and a majority of

these capital expenditures were related to plant that was in service on December 3 l, 2008

and is currently used and useful. Neither the previous CWIP nor these expenditures are

reflected in rates even though UNS Electric's customers have been receiving the benefit of

those capital additions to UNS Electric's system for a significant period of time.

27
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1 Second, since the end of the last rate case, our operating expenses have increased. These

2

3

increased costs also are not reflected in our rates. Mr. Thomas McKenna explains the

scope of these increased expenses in more detail in his testimony.

4

5

6

7

8

9

10

11

12

13

14

Third, given these circumstances, the Company no longer has an opportunity to earn a

reasonable return on its investment. In Decision No. 70360, the Commission set rates for

the Company based on an allowed ROE of 10%. As set forth in more detail in Mr.

Kenton Grant's testimony, the rates authorized in that matter are no longer just and

reasonable as the Company earned a ROE of only 4.6% in 2008. If UNS Electric does not

receive its requested rate relief, it anticipates that its ROE will deteriorate to only 4.0% in

2009. The Company projects greater deterioration without rate relief for the year 2010 and

beyond. If this trend continues, it will adversely affect the Company's creditworthiness,

which will result in increased future costs to fund necessary plant investment and the

acquisition of power from the wholesale market.

15

16

17

18

19

20

21

22

UNS Electric has been under-earning its cost of capital by a wide margin and will

continue to do so until appropriate rate relief is granted. Ms. Martha Pritz's testimony

will demonstrate that (i) the appropriate return on common equity is ll.4%; (ii) the

Company's cost of debt capital is 7.05%, and (iii) its weighted average cost of capital is

9.04%. Further, Mr. Grant will describe UNS Electric's request for a rate of return

("ROR") on Fair Value Rate Base ("FVRB") of 6.88%. Mr. Grant will also provide more

information on how the requested relief will positively impact the Company's financial

23 situation.

24

25

26

Therefore, the Company is respectfully requesting the Commission to authorize the rate

increase requested in this Application to provide for the necessary cost recovery, to allow

27

3
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1

2

an opportunity to earn a reasonable return on its equity and to improve its financial

strength.

3
r

4 Q. What else is UNS Electric seeking in this rate case?

5

6

7

8

9

10

11

12

13

14

This rate case also presents an opportunity to seek specific Commission authorization that

would allow UNS Electric to acquire BMGS and include it in rate base. BMGS is owned

by UniSource Energy Development Company ("UED"), an affiliate of UNS Electric. As

will be explained in more detail by Mr. Grant and Mr. McKenna, the rate base treatment of

BMGS will be very beneficial to both UNS Electric and its customers and will result in a

very reasonable cost for long-term peaking capacity. The Company proposes acquiring

BMGS from UED through a post-test year adjustment to rate base and a related revenue-

neutral rate reclassification. The rate treatment UNS Electric seeks is necessary for the

Company to be able to finance the acquisition.

15

16

17

18

19

20

21

22

In the last rate case, the Company sought similar authority regarding the potential

acquisition of BMGS. It presented evidence that the BMGS was about to enter

commercial service and could serve UNS Electric's customers. However, the Commission

declined to grant the requested authority. The Commission cited certain factors as a basis

for declining to grant UNS Electric's requested post-test year rate base adjustment, even

though there was recognition of the financial and operational benefits of the Company

owning BMGS. However, since that time, several of the concerns underlying the denial

are moot.23

24

25

26

27

Most notably, the Commission was concerned about placing BMGS in rate base before it

was operational and before the final cost of construction was known and measurable.

Three days after the Commission issued its order in the last rate case, BMGS was placed

A.

4



1

2

3

4

5

6

into service. Further, BMGS' final cost of construction totaled $63 million and its current

book value is $62 million (net of depreciation). Under UNS Electric's proposal, UNS

Electric would acquire BMGS at the book value of $62 million.

Given the changed circumstances, the Company believes that it would be appropriate and

beneficial to grant the requested authority allowing acquisition of BMGS.

III. OVERVIEW OF UNS ELECTRIC.

7

8

9

10

11

12

Q. Describe UNS Electric's operations.

13

14

UNS Electric provides electric service to the majority of Mohave County and Santa Cruz

County, including the cities of Kinsman, Lake Havasu City and Nogales. The Company

serves over 71,000 customers in Mohave County and over 18,000 customers in Santa

Cruz County as of March 2009. Approximately eighty-eight percent of UNS Electric

customers are residential and eleven percent are commercial. Less than one percent of

the customers are industrial. The Company procures most of its power from the

wholesale market, although it does own 65 MWs of gas-fired generation in its Santa

Cruz County service territory. It does not own any generation facilities in its Mohave

County service area.

15

16

17

18

19

20

21 Q. What does UNS Electric project for customer growth?

22

23

24

25

26

Until recently, UNS Electric has experienced substantial customer growth which

required the Company to expend significant amounts for capital improvements and

operations. However, growth slowed during 2008 due to the economic situation in

Arizona. UNS Electric's customer growth during the test year in Mohave County was

nearly flat and in Santa Cruz County it was 1.0 percent. Customer growth is expected to

27
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A.
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1 be approximately 0.5 percent in 2009, 1.1 percent in 2010, and average 2.4% per year

from 2011 - 2015.2

3

4 Iv. RATE DESIGN, TIME-OF-USE, AND LOW-INCOME PROGRAMS.

5

6 Q. Please summarize the Company's rate design, Time-Of-Use ("TOU") and low income

program proposals.7

8

9

10

11

12

13

14

15

16

17

Mr. Dallas Dukes and Mr. Bentley Erdwurm address the rate design proposals in more

depth in their testimony. First, we are proposing to increase customer charges to cost-

based levels. Second, we propose to redesign the TOU rates and implement Super-Peak

Demand Response rates in an effort to increase participation in our TOU programs.

Third, we are proposing to modify our Customer Assistance Residential Energy Support

Program ("CARES") Pricing Plan to hold harmless the majority of qualified customers

(with monthly usage less than 945 kph) from the proposed rate increase in this case.

CARES customers using more than 945 kph per month are not held fully harmless from

the rate increase in this case, but they avoid most of the rate increase. Additionally, we

propose to expand the range of qualifying customers.

A. Proposed Rates.

18

19

20

21

22

Q. What are the primary changes to the rates?

23

24

25

26

27

UNS Electric proposes to increase customer charges to more closely reflect the cost-

based levels supported by the class cost of service study ("CCOSS"). The proposed

monthly customer charge increases are $0.50 per month for each customer class, for

residential customers (non-CARES), the Company proposes to increase the customer

charge from $7.50 to $8.00. Overall, the non-fuel base rate will increase on average from

3.00 cents/kWh to 3.84 cents/kWh.

A.

A.

6



4

1 Q. How will those rate changes affect the typical UNS Electric residential customer?

2

3

4

5

6

7

8

9

10 decrease.

12

13

14

Given the upcoming reduction in the PPFAC rate on June l, 2009, it is difficult to

provide a single, simple answer. As an example, a median residential customer using on

average 681 kph per month will see his annual bill decrease from $973.61 currently to

$766.77 based on the June l, 2009 downward PPFAC adjustment. This June 2009

PPFAC change results in a 21.2% reduction in the bill for this median customer. with

UNS Electric's proposed rate increase, a median customer's bill increases to $905.I4,

from $766.77, an 18.0% increase. When the effect of the PPFAC decrease is combined

with the proposed rate increase, the net change in this median customer's bill is a 7.0%

Therefore, the annual bill for a median residential customer after rate

implementation is $905.l4, less than the current bill of $973.6l. Mr. Erdwurm describes

other customer usage scenarios in his testimony, and shows that customers generally will

see overall net bill decreases ranging from 6.5% to 7.4%. Further, Mr. Dukes explains

how the rates will change at certain points in the future relative to today's rates.

15

16 B. TOU Proposals.

17

18 Q. Please provide a summary of the Company's TOU proposals.

19

20

21

22

with respect to TOU rates, UNS Electric is proposing to increase the rate differential

between time-periods to encourage more participation in the TOU programs. Under the

proposed rates, customers who appropriately manage their energy usage should achieve

greater savings as compared to UNS Electric's current TOU rates.

23

24

25

26

27

UNS Electric also wants to provide more options to help customers manage their energy

usage and their bills. Therefore, the Company is also proposing to add a Super-Peak rate

for residential customers and for Small General Service and Large General Service

customers with demands of less than 3 MW (3,000 kW). This rate designates for the

A.

A.

7



1

2

3

4

5

customer a single, "super-peak" summer hour with consumption for that hour priced

significantly higher than consumption for any other hour of the day. The goal is to

encourage customers to make drastic demand reductions in critical peak hours. The

program is ideally suited for our desert climate, and I expect the program will be well-

received by customers.

6

7 c. Low Income Proposals.

8

9 Q. How will this rate case affect low income customers"

10

11

UNS Electric is committed to continuing to assist its low income customers through the

CARES Pricing Plan and its Warn Spirit program. The CARES Pricing Plan provides

low-income customers a discount on their electric bills.12

13

The Warm Spirit program

In recent months, UNS Electric has

14

provides emergency bill payment assistance.

successfully reduced CARES enrollment times to around 20 days, down from the 40 to 45

15 days previously.

16

17

18

19

20

Under the Company's proposals in this case, the majority of CARES customers (with

monthly usage less than 945 kph) will effectively be held harmless from the proposed

rate increase in this case. As discussed in more detail in Mr. Erdwurm's testimony

holding such a CARES customer harmless from the rate increase means that CARES

21 discounts will increase This will be

22

23

both in dollars and on a percentage basis.

accomplished by lowering the CARES monthly customer charge, offering CARES

customers a reduced base power supply rate, and setting the PPFAC forward and true up

24 components for CARES customers to zero and

25

freezing those components upon

implementation of new rates. Setting the PPFAC components to zero and freezing them

26 provides CARES customers an attractive and stable rate option.

27

A.

8



1 Notably, CARES customers will actually see an effective decrease in their bills after rate

implementation, when bills are compared to current levels. Mr. Erdwurm provides further

detail on the impact of proposed rates on CARES customers of varying sizes in his

testimony.

2

3

4

5

6 In addition to expanding discounts under CARES, we are also proposing to offer a

program that provides discounts to customers falling between the 150% and the 200% of

poverty thresholds, provided that the expanded program costs are fully recovered from

other retail customers.

7

8

9

10

11

12

13

14

Further, UNS Electric introduced the Warm Spirit program, mirroring the UNS Gas Warn

Spirit program. The Commission approved that program, including allowing $20,000 for

emergency bill assistance from the Low Income Weatherization program into Warm Spirit,

and the Company has committed to matching those funds dollar-for~dollar, up to $25,000

per year. UNS Electric also placed a section on customer bill payment stubs that allows

customers to check a box to indicate they would like to make a voluntary contribution to

the Warm Spirit program.

15

16

17

18

19

20

v. UNS ELECTRIC'S POWER SUPPLY AND PPFAC MECHANISM.

21

22

Q- Please describe UNS Electric's existing Power Supply arrangements.

23

24

Until June 1, 2008, UNS Electric had a full-requirements power supply agreement ("PSA")

with Pinnacle West Capital Corporation ("PWCC"). The PWCC PSA provided all energy

and ancillary services to serve UNS Electric's entire load requirements at a fixed price per

25

26

Mwh.

27

A.
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2

3

4

5

In advance of the contract expiration date, UNS Electric developed a detailed Procurement

Plan to insure that it has the necessary resources and contracts to reliably serve its load

after the expiration of the PWCC PSA. The Procurement Plan provided for a mix of

market power purchases, resource acquisitions and contracts to provide the necessary

capacity, energy, and reserves to meet its load requirements. UNS Electric provided the

details of the Procurement Plan in its last rate case.6

7

8

9

10

11

12

13

The Company is currently executing this Procurement Plan. In doing so, UNS Electric

relies on (I) power supply contracts for base load and on-peak power, (2) a Purchase

Power Agreement ("PPA") with UNS Electric's affiliate UED, for power from BMGS, (3)

the dispatch of its combustion turbines at the Valencia Generating Station in Santa Cruz

County, and (4) spot market purchases as necessary. The Company also procures natural

gas and diesel fuel for the operation of its Valencia Station and for the operation of BMGS.

14

15 Q- How does UNS Electric envision providing power to its customers?

16

17

18

UNS Electric plans to acquire its intermediate and long-term power supplies via periodic

solicitations through a Request for Proposal ("REP") process. In order to serve its

expected peak retail demand and reserve margin for 2009, UNS Electric has acquired PPAs

in the amount of 225 MWs. Generation from the BMGS PPA and the Valencia Generating19

20

21

Station can provide up to 155 MWs.

acquired from short-term wholesale markets.

The remaining resource requirements will be

UNS Electric is still contemplating the

22 purchase or construction of additional generating facilities, however, these facilities have

23 not yet been identified.

24

25

26

27
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1

2

3

4

Q. Would including BMGS in rate base factor into the UNS Electric's long-term

planning?

5

6

Yes. Including BMGS in rate base will ensure a critical long-term generation resource in

UNS Electric's Mohave County load pocket dedicated to UNS Electric customers. This

type of resource is not abundant in the wholesale market, particularly for the load area.

BMGS enhances reliability and reduces the Company's reliance on transmission and

ancillary services. Because BMGS is directly connected to the UNS Electric 69 kV

system, there are no transmission wheeling charges to deliver power to the Mohave County

load area, unlike purchasing power from the wholesale.

7

8

9

10

11

12

13

14

Q. Please describe UNS Electric's current PPFAC.

UNS Electric's PPFAC, approved in Decision No. 70360, includes both a forward

component and a true-up component. The forward component is set based on forecasted

fuel and purchased power costs, the true-up component compares actual fuel and

purchased power costs with the amount collected through base rates and the PPFAC rate in

the prior year. The true-up component reconciles actual and forecast fuel and purchased

power costs, and is incorporated into the following year's PPFAC rate.

15

16

17

18

19

20

Q. What is the current PPFAC rate?

21

22

UNS Electric's current PPFAC rate is +1.4746 cents/kWh as established by the

Commission. On April 1, 2009, UNS Electric submitted its Annual Update to its

December 31, 2008 PPFAC Report. UNS Electric indicated that the PPFAC rate will be

reset to (-1.0564) cents/kWh on June 1, 2009, pursuant to the PPFAC Plan of23

24 Administration, for a total PPFAC rate reduction of 2.5310 cents/kWh. In effect, over the

25

26

next year this reduction will act as a credit against the customer's rates. This reduced

PPFAC rate provides a 21% decrease to the average residential customer's annual electric

27 costs.

A.
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1

2

3

4

Q- Are you proposing any changes to UNS Electric's PPFAC?

5

6

Yes. As explained in more detain in Mr. Grant's testimony, the Company is proposing two

changes to its PPFAC. The first is to modify the applicable interest rate for the PPFAC

bank balance to the 3-month LIBOR rate plus l.0%. This rate reflects the actual interest

rate that UNS Electric must pay when it borrows under its joint revolving credit facility

shared with UNS Gas (see Decision No. 69395 (March 22, 2007)) and better reflects the

Company's actual carrying cost for the bank balance.7

8

9

10

The second change is to allow for the inclusion of credit-related costs incurred by UNS

Electric to support the procurement of wholesale power and natural gas. Credit support

may either take the form of a letter of credit issued by a creditworthy bank or a deposit of

cash collateral in an escrow account. Credit support is often required to provide assurance

to a wholesale counter-party that UNS Electric will perform its obligation to purchase

power or natural gas as specified by contract. It is a necessary cost of procuring wholesale

power and natural gas, and is also highly variable over time due to commodity price

swings and the varying length of procurement contracts outstanding at any point in time.

Since these costs are incurred due to the procurement of fuel or power, the Company

recommends that this cost be recovered through its PPFAC.

12

13

14

15

16

17

18

19

20

21

22

VI. REVISIONS TO RULES AND REGULATIONS AND DEVELOPER

CONTRIBUTIONS.

23

24

Q- Please describe the proposed changes to the Company's Rules and Regulations in this

rate case filing.

25

26

27

Mr. McKenna sets forth those changes in detail in his Direct Testimony. UNS Electric is

proposing some minor modifications to the Rules and Regulations in this docket,

particularly with respect to service charges. We are also requesting that the revised Line

A.

A.
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1

2

3

4

Extension Policy submitted in response to the Commission's decision in our prior rate case

be formally approved, as contemplated by that decision. Finally, we are requesting some

additional modifications to that line extension policy to assist in covering the cost of

growth and avoid imposing those costs on existing customers.

Vu. PROPOSED ACQUISITION OF BLACK MOUNTAIN GENERATION STATION

AND REQUEST FOR RATE RECLASSIFICATION (c¢BmGsaa).

5

6

7

8

9

10

11

12

13

14

15

16

17

Q. Mr. DeConcini, please explain the justification behind UNS Electric's proposal to

include BMGS in rate base.

UNS Electric witnesses Mr. Grant and Mr. McKenna address this proposal in more detail,

and in doing so, they discuss the benefits to be realized by owning the BMGS. UNS

Electric's affiliate, UED currently owns BMGS. UED was the developer of BMGS and

sells power to UNS Electric under the terms of a five-year tolling agreement that was

accepted by the Federal Energy Regulatory Commission ("FERC"). UNS Electric believes

purchasing BMGS .- a two-unit peaking facility in Mohave County - is in the best interests

for both the Company and its customers.

18

19

20

21

22

23

24

25

26

As discussed in Mr. McKem1a's testimony, the Company will obtain - and retain -_

numerous long-term operational benefits from the ownership of this generation facility and

will be better able to provide economic and reliable service to its customers in the future.

Mr. Grant, in his Direct Testimony, explains that UNS Electric will also benefit from

increased cash flow (since the Company will not have to make payments to UED under the

existing BMGS tolling agreement) and earnings would increase because a portion of the

Company's operating revenues would be reclassified out of base power supply rate

revenues and into non-fuel base rate revenues.

27
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2

3

4

5

6

7

BMGS has a generating capacity of approximately 90 MW at a completed cost of $63.0

million, or $62.0 million net of depreciation. As I stated before, this cost is a known figure

reflecting the net book value of the facility on December 31, 2008, it is not an estimate.

Further, unlike in UNS Electric's last rate case, these units are now in commercial

operation. Under the current proposal, UNS Electric would purchase the BMGS from

UED at the $62.0 million net book cost if the Commission approves UNS Electric's

request to make both a post-test year rate base adjustment and a revenue-neutral rate

reclassification.8

9

10 Q. How does UNS Electric intend to finance the acquisition of BMGS?

11

12

13

14

15

Mr. Grant will address this in more detail in his testimony. UNS Electric would finance

the acquisition under the authority granted to it in Decision No. 70360. That is, UNS

Electric is authorized to (i) to incur up to $40 million of new debt financing in either long-

term and/or short-to-intermediate-term debt, and (ii) to receive up to $40 million in equity

from UniSource Energy, to acquire BMGS. UNS Electric intends to use that authority to

16 finance the acquisition.

17

18 Q- Please describe UNS Electric's rate reclassification proposal to reflect ownership of

19 BMGS.

20 This adjustment is detailed in Mr. Grant's and Mr. Erdwurm's testimony. UNS Electric

21 proposes that the Commission approve a post-test-year adjustment to rate base and a

22

23

revenue-neutral-rate reclassification that reflects the completed cost of this facility upon

the transfer of ownership to UNS Electric. UNS Electric rate

24

is proposing a

reclassification that would result in an increase to the Company's non-fuel base rates and a

25

26

simultaneous decrease to the Company's base power supply rate. Thus, customers would

see no net change in the price paid for electric service on their electric bills on the date of

27 the rate reclassification. The change in non~fuel base rates would result from the

A.

A.

14



1

2

3

4

5

6

Company's request for a post-test-year adjustment to rate base reflecting the $62.0 million

purchase price as well the requested adjustment of operating expenses reflecting the cost of

operating the BMGS. However, before the rate reclassification would be implemented, the

Company would need to obtain FERC approval and consummate the financing and

acquisition of BMGS.

7

8

9

10

11

Q- Why did UNS Electric not purchase BMGS prior to this rate case?

12

As Mr. Grant details in his Direct Testimony, it would have been imprudent, if not

infeasible, to raise $60 million of additional capital before obtaining Commission approval

specifying rate treatment for BMGS. UNS Electric only had $192 million of total

capitalization as of December 31, 2008. The Company could simply not acquire an asset

as large as BMGS without a commensurate increase in earnings and cash flow. While the

Commission approved deferred accounting treatment for BMGS, that treatment did not

provide sufficient cash flow relief to cover the interim cash costs that UNS Electric would

have had to incur to finance the BMGS acquisition. Therefore, obtaining the necessary

financing would have been difficult. The Company would have experienced a substantial

decline in its operating cash flow and key credit metrics if it had consummated the

purchase of BMGS before the end of the test year. Even if UNS Electric could obtain the

financing, UNS Electric's reduced financial condition would have made the acquisition of

BMGS very expensive to both the Company and its customers, especially in light of the

current credit markets.

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27
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1 VIII. WITNESSES.

2

3 Q. Mr. DeConcini, who are the other witnesses that are filing Direct Testimony for UNS

4 Electric in this case?

5

6

7

8

UNS Electric is presenting the Direct Testimony of officers and managers who have direct

respons ibi l i ty  for the subject matter about which they wi l l  tes t i fy .  In addi t ion,  UNS

Electric is presenting expert testimony regarding depreciation rates and methodology. The

following individuals are presenting testimony in this proceeding:

9

10 Mr. Thomas A. McKenna:

11

Mr.  McKenna  i s  the  V i ce  P res i dent  of  Eng i neer i ng  for

Mr .  McKenna  w i l l  t e s t i f y  abou t  UNS

12

13

UniSource  Energy ,  TEP and UNS Electr i c .

Electric's :  (1) Operations, (2) Capital  Spending; (3) Existing and Future Power Supply;

and (4 )  Ru les  and Regu la t ions . He wi l l  a l so tes t i fy  concerning  the complet ion and

14 operation of the Black Mountain Generation Station.

15

16 M r .  K e nto n  C .  G r a nt . Mr.  Grant i s  the  Vice  Pres ident of  F inance and Rates  for

17

18

19

20

21

22

UniSource Energy and TEP, and has related responsibil ities for their affi l iates, including

UNS Electric. Mr. Grant will  testify about UNS Electric's: (1) proposed purchased of the

BMGS; (2) ROR on FVRB, (3) timing of rate rel ief; (4) abil i ty of UNS Electric to am its

cost of  capi ta l ,  and (5) credi t-rela ted costs  and modifying the appl icable interest rate

associated with the Company's the PPFAC. In addition, Mr. Grant wil l  also sponsor the

fol lowing schedules, including those versions of the schedules that reflect the proposed

inclusion of BMGS in rate base:23

24 A-4

25 F-1 though F-4

Construction Expenditures and Gross Plant in Service

Financial Projections

26

27

A.
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1 Ms. Martha B. Pritz.

2

3

4

5

Ms. Pritz is the Director of Financial Planning for TEP and its

affiliates, including UNS Electric. Ms. Pritz will testify about: (1) capital structure, (2)

cost of equity, (3) cost of debt, and (4) weighted average cost of capital. Ms. Pritz will also

sponsor the following schedules, including those versions of the schedules that reflect the

proposed inclusion of BMGS in rate base:

A-36

7 D-1 though D-4

Summary of Capital Structure

Cost of Capital

8

9 Ms. Karen G. Kissinger.

10

11

12

13

14

Ms. Kissinger is the Vice President, Controller and Chief

Compliance Officer for UniSource Energy. She is also the Vice President and Controller

of UNS Electric. She will testify concerning the Company's financial statements and rate

base. She will sponsor the following schedules, including those versions of the schedules

that reflect the proposed inclusion of BMGS in rate base:

B-l through B-5 Rate Base

15 C-3 Computation of Gross Revenue Conversion Factor

Financial Statements and Statistical Data16 E-1 through E-9

17

18 Mr. Dallas J. Dukes.

19

20

21

22

23

Mr. Dukes is the Manager of Revenue Requirements for TEP and

its affiliates, including UNS Electric. He will testify concerning the UNS Electric income

statement and adjustments to the income statement for regulatory purposes, including

various adjustments to expenses. He will also sponsor the following schedules, including

those versions of the schedules that reflect the proposed inclusion of BMGS in rate base:

Computation of Increase in Gross Revenue RequirementsA-1

24 A-2

25 A-5

26 c-1

Summary Results of Operations

Summary Changes in Financial Position

Adjusted Test Year Income Statement

27 C-2 Income Statement Pro Forma Adjustments

17
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2

3

4

5

6

Mr. D. Bentlev Erdwurm. Mr. Erdwurm is the Lead Customer Pricing Analyst for TEP

and its affiliates, including UNS Electric. Mr. Erdwurm will testify about: (1) weather

normalization, (2) year-end customer annualization, (3) cost of service, and (4) rate design

and other pricing plan changes. Mr. Erdwurm will sponsor the following schedules,

including those versions of the schedules that reflect the proposed inclusion of BMGS in

rate base:

G-l through G-7

H-l through H-5

Cost of Service

Effect of Proposed Rate Schedules

7

8

9

10 Dr. White is a consultant for UNS Electric. Dr. White testifies

concerning depreciation rates and methodology.

Dr. Ronald E. White.

13 lx. SUMMARY.

14

15

16

Q. Mr. DeConcini, please summarize the requests UNS Electric is making in this case:

We are requesting the following:

A rate increase of approximately 7.5% over Test Year revenues to allow UNS

Electric an opportunity to recover its expenses and earn a reasonable return on its

(1)17

18

19

20

investment,

(2)

21

22 (3)

23

24

Approval of requested changes to the Company's pricing plans, including TOU

pricing plans, and updated Rules and Regulations,

Two modifications to the Company's PPFAC mechanism regarding an increase to

the carrying charge on the bank balance and the inclusion of credit-related costs to

support the procurement of wholesale power and natural gas in the PPFAC rate,

and25

26 (4)

27

Approval of a post-test year rate base adjustment and related rate reclassification to

allow UNS Electric to acquire the Black Mountain Generating Station.

A.

18
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Q- Mr. DeConcini, does this conclude your Direct Testimony?

Yes, it does.

1

2

3

4

5

6

7

8

9

10

11

12

I

13

14

15

16

17

18

21

22

23

24

25

26

27

19

20

A.

19
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